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EXECUTIVE  SUMMARY 


In  April  and  May  of  1976,  two  States  were  visited  to  assess 
the  impact  of  EPSDT  (Early  and  Periodic  Screening,  Diagnosis,  and 
Treatment)  Program  on  Medicaid  expenditures.     The  primary  objectives 
of  this  study  were  (1)   to  determine  the  impact  of  the  EPSDT  program 
on  (a)   the  cost  and  (b)   the  utilization  of  medical  services  by  type 
and  location  of  service,    (2)   to  measure  EPSDT  administrative  costs 
at  the  state  and  local  levels,  and  (3)  to  determine  the  extent  to 
which  the  EPSDT  program  has  modified  short-run  total  Medicaid  child 
health  care  expenditures  for  a  one-year  period  in  two  states.  The 
following  major  findings  and  conclusions  resulted  from  the  study 
(caution  should  be  used  in  generalizing  these  findings  to  other 
States)  . 

Impact  of  EPSDT  on  Utilization  of  Medical  Services  under 
Medicaid       '    "    "  — 

•  After  adjustments  were  made  to  the  raw  data  to  account 
for  the  effects  of  screening  itself  on  reported 
utilization  of  services,  utilization  differences  were 
found  to  exist  between  screened  (EPSDT)   and  unscreened 
(non-EPSDT)  members  of  each  State's  Medicaid  eligible 
population. 

•  In  both  States,  screened  persons  used  fewer 
physician  office  visits,  fewer  pharmaceutical 
prescriptions,  and  fewer  inpatient  hospital  days 
than  did  unscreened  persons.     In  both  States, 
screened  persons  used  more  dental  procedures,  • 
more  clinic  visits,   and  more  clinical  service 
visits  than_ did  unscreened  persons. 

©      In  several  medical  service  categories,  screened 

persons  were  higher  utilizers  in  one  State  and  lower 
utilizers  in  the  other  State  in  comparison  with 
unscreened  individuals  in  the  same  State.  These 
medical  service  areas  were  outpatient  hospital 
visits,  physician  other  visits,  physician  emergency 
visits,  and  other  service  units   (i.e.,  podiatrist, 
independent  laboratory,  ambulance,  etc.) 
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o      Utilization  differences  between  screened  and  un- 
screened members  of  the  samples  in  both  states  were 
attributed  to  EPSDT .     Most  notable  among  these 
differences  was  the  tendency  of  screened  persons 
to  use  fewer  inpatient  hospital  days  and  physician 
office  services  and  more  dental  and  optical 
services  than  their  unscreened  counterparts  in  the 
Medicaid  population. 

Impact  of  EPSDT  on  Expenditures  for  Medical  Services 
under  Medicaid- 

o      Expenditure  differences  were  found  between 

screened  and  unscreened  members  of  the  eligible 
population  in  each  State. 

©      Expenditure  differences  between  screened  and 
unscreened  eligibles  followed  the  same  pattern 
as  utilization  differences  with  the  exception  of  one 
service  category  (physician  office  visits)  in 
State  1. 

•  In  both  States,  expenditures  for  screened  persons 
were  lower  for  pharmaceutical  prescriptions  and 
inpatient  hospital  days  than  for  unscreened  persons. 
In  both  States,  expenditures  for  dental  procedures, 
clinic  visits,  and  optical  services  were  higher  for 
screened  than  for  unscreened  persons. 

9      In  several  medical  service  categories,  screened 
persons  had  higher  expenditures  in  one  State  and 
lower  expenditures  in  another  State  in  comparison 
with  unscreened  persons  in  the  same  state.  These 
medical  service  categories  were  physician  office 
visits,  outpatient  hospital  visits,  physician  other 
visits,  physician  emergency  visits,  and  other 
service  units. 

•  In  aggregate,   it  was  found  that  EPSDT  decreased 
Medicaid  medical  service  costs  only  in  State  2. 
Medical  services  costs  in  State  were  reduced 
$46,885  for  the  sample  population.     In  State  1,  - 
EPSDT  increased  medical  services  costs  $9,096 
for  the  sample  population.     On  average,  screened 
persons  expended  $195.22  in  State  2,  while  un- 
screened persons  expended  $253.83.     In  State  1, 
screened  persons  had  average  expenses  of  $155.70; 
unscreened  persons  had  average  expenses  of  $144.33. 
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Impact  of  EPSDT  on  Local  Administrative  and  Operational 


Costs 


•  It  was  found  that  the  cost  per  screening  exceeded 
the  Medicaid  reimbursement  rate  at  all  four  local 
sites.     Local  costs  were  $43.84  at  one  site  and 
$142.14  per  screening  at  the  other  site  in  State  1, 
where  Medicaid  reimbursed  local  providers  $12.00. 
In  State  2,  cost  per  screening  was  $186.83  per 
screening  at  one  site  and  $342.25  at  the  other 
site,  whereas  average  reimbursement  from  Medicaid 
was  $23.00  per  screening. 

•  Screening  providers  incurred  costs  primarily  in 

the  areas  of  screening   (at  least  50  percent  of  total 
provider  costs  for  each  of  the  providers)  and 
administration/overhead,  while  cooperating  social 
service  agencies  at  each  site  had  all  of  their  costs 
tied  up  in  case  finding  and  case  follow-up  activities. 
The  screening  providers  themselves  accounted  for 
59  percent  or  more  of  all  local  costs  in  two  of 
the  four  sites.     The  social  service  agencies 
accounted  for  the  bulk  of  costs  of  the  other  sites. 

•  EPSDT  activity  costs   (case  finding,   screening,  case 
follow-up,  and  administration)  varied  considerably 
among  providers  and  to  some  extent  among  local 
social  service  agencies.     Although  a  definite 
explanation  for  the  cost  variations  in  screening 

or  in  the  other  activities  was  not  obvious,  it 
appeared  that  the  providers  and  agencies  that  had 
comparatively  high  unit  costs  chose  to  have  a 
larger  staff  or  a  staff  with  higher  skill  levels 
than  those  with  lower  unit  costs. 

•  Using  provider  cost  data  available  from  another 
State  as  a  comparison,  only  two  of  the  four  pro- 
viders we  visited  had  costs  reasonably  similar  to 
the  modest  levels  typical  of  local  providers  in  the 
comparison  State.     Consequently,  generalization  of 
the  observed  cost  data  to  other  States  or  to  other 
sites  in  the  study  States  should  be  done  with 
caution. 

Impact  of  EPSDT  on  State  Administrative  Costs 

•  The  findings  indicate  that  the  EPSDT  Program 
increased  State  administrative  costs  for  Medicaid 
$102,386  in  State  1  and  $218,455  in  State  2. 
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•  The  analysis  of  the  findings  shows   (1)   that  the 
impact  of  the  EPSDT  Program  on  State  adminis- 
trative costs  in  each  of  the  two  States  was  very 
small  in  comparison  to  local  site  EPSDT  costs, 
(2)  that  the  differences  between  the  two  States 
in  administrative  cost  per  screened  eligible  was 
substantial,  and  (3)  that  the  majority  (95  percent) 
of  State  administrative  costs  for  both  States  con- 
sisted of  labor  and  overhead. 

Impact  of  EPSDT  on  Total  Medicaid  Expenditures 

•  The  EPSDT  program  increased  total  Medicaid  expen- 
ditures in  all  of  the  four  study  situations. 

•  The  cost  of  program  administration  at  the  State 
level  was  very  low  in  both  states.  It  played  a 
very  minor  role  in  affecting  the  overall  impact 
of  the  EPSDT  program  on  total  Medicaid  expendi- 
tures in  comparison  to  local  site  costs. 

•  The  cost  of  program  operation  and  administration 
at  the  local  level  was  extremely  high.  Local 
level  costs  significantly  increased  EPSDT  program 
costs  and  subsequently  total  Medicaid  expenditures. 

•  The  EPSDT  population  had  lower  expenditures  for 
medical  services  than  the  non-EPSDT  population 
in  State  2  but  not  in  State  1. 

•  In  State  1,  the  increase  in  total  Medicaid  expen- 
ditures was  a  result  of  incurring  EPSDT  costs  for 
State  and  local  level  operations  and  higher  medical 
services  expenditures  for  the  EPSDT  population  in 
comparison  to  the  non-EPSDT  population. 

•  In  State  2,  the  increase  in  total  Medicaid  expen- 
ditures was  a  result  of  incurring  very  high  local 
site  costs  which  offset  the  impact  EPSDT  had  in 
decreasing  costs  for  medical  services. 

•  Break-even  analysis  indicates  that  1)  increasing 
the  size  of  the  screened  population,   2)  reducing 
the  level  of  state  and  local  costs,  or  3)  em- 
phasizing those  elements  in  the  EPSDT  program  that 
lead  to  a  decrease  in  unnecessary  or  costly  utili- 
zation of  medical  services  will  produce  a  cost- 
effective  EPSDT  Program  in  State  2.     A  cost-effec- 
tive EPSDT  Program  cannot  be  created  in  State  1, 
however,  without  first  decreasing  the  utilization 
and  subsequently  expenditures  for  medical  services 
by  the  screened  population  in  comparison  to  the  un- 
screened population. 
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SECTION  I:  INTRODUCTION 


Current  interest  in  provision  of  EPSDT  services  to  Medi- 
caid eligibles  under  21   includes  interest  in  identifying 
the  cost  impact  of  the  program .     Cost  is  a  critical  issue 
that  must  be  addressed  if  the  EPSDT  services  are  to  be 
provided  to  an  increasing  number  of  children  in  an  effi- 
cient and  cost-effective  manner. 

The  objectives  of  this  study  were   (1 )   to  determine  the 
impact  of  the  EPSDT  program  on    (a)    the  cost  and   (b)  the 
utilization  of  medical  services  by   type  and  location  of 
service,    (2)    to  measure  EPSDT  administrative  costs  at  the 
state  and  local   levels,   and   (3)    to  determine   the  extent 
to  which  the  EPSDT  program  has  modified  short-run  total 
Medicaid  child  health  care  expenditures  for  a  one-year 
period  in  two  states. 

The  cost  impact  methodology  was  devised  to  produce  reason- 
ably reliable  and  valid  findings.     The  first  step  of  the 
methodology  was  to  define  the  obg  ectives  of  the  study 
and  to  develop  relevant  hypotheses  .     Following  this, 
terms  and  measurement  categories  were  defined.     A  study 
design  for  each  objective  was  developed  with  attention 
toward  controlling  external  biases.     After  the  design 
phase,   a  data  collection  strategy  was  devised  to  identify 
relevant  data  sources  and  to  collect  the  data.      The  final 
step  in  the  methodology  was  the  design  of  the  data  pre- 
sentation and  analysis  vlan. 

In  1967,  Title  XIX  of  the  Social  Security  Act  was  amended  to 
require  all  states  with  Medicaid  programs  to  provide  Early  and 
Periodic  Screening,  Diagnosis,  and  Treatment   (EPSDT)   services  to 
Medicaid  eligibles  under  21  years  of  age.     The  EPSDT  program  was 
designed  to  detect  health  deficiencies  at  an  early  age  and 
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improve  the  health  status  of  needy  children.     The  objective  of  the 
program  was  to  replace  fragmented  episodic  or  crisis  medical  care 
with  an  orderly  system  of  preventive  medical  care  within  the  Medi- 
caid program. 

By  1971,  the  Department  of  Health,  Education  and  Welfare  had 
developed  regulations  for  the  program,  but  states  were  reluctant 
to  implement  the  program.     As  Howard  Newman,  the  Commissioner  of 
the  Medical  Services  Administration,  pointed  out  to  the  National 
Health  Forum  in  1974,  "The  desire  to  provide  a  necessary  and  poli- 
tically desirable  service,  and  the  competition  for  very  limited 
resources  prevented  the  early  development  of  the  EPSDT  program." 
The  final  regulations,  effective  February  1972,  eased  the  concern 
of  states  about  the  cost  of  the  program  and  the  limited  availability 
of  health  care  resources  for  this  program.     These  final  regulations 
imposed  a  revised,  two-stage  implementation  plan  for  the  EPSDT  pro- 
gram.    In  the  first  stage,  only  eligible  children  under  six  (6) 
years  of  age  were  to  receive  a  screening.     The  second  stage  (effec- 
tive July,  1973)  required  states  to  screen  children  between  the 
ages  of  six  (6)  and  twenty-one   (21) . 

Even  with  these  modifications,   the  implementation  of  the 
ESPDT  program  was  financially  difficult  for  most  states.  The 
costs  of  medical  care  had  risen  dramatically  for  all  Medicaid 
programs  over  the  1968-75  period.     Total  vendor  payments  under 
Medicaid  in  1968  were  $3,950  million.     By  1975  total  payments 
were  $12,950  million  (an  increase  of  about  2  2  5%  over  19  68) . — ^ 
Although  the  major  pa-rt  of  this  cost  increase  was  due  to  rising 
prices  for  health  care  services,   a  large  share  of  the  cost  increase 
was  due  to  the  growth  of  the  beneficiary  population.     The  National 
Center  for  Social  Statistics  estimated  that  there  were  approximately 


DHEW,  Social  and  Rehabilitation  Service,  "Fiscal  Year  1975" 
Pubn.  No.  SRS-76-04023. 
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13  million  Medicaid  recipients  in  1968  on  whose  behalf  payments  were 
made  to  medical  vendors.     By  1975,   the  number  of  recipients  of  med- 
ical care  under  Medicaid  had7 jumped  to  "22.4  million,  an  increase  of 
about  90  percent.     Of  this  number,  15.8  million  were  AFDC  recipients 
and  roughly  68  percent  of  the  AFDC  population  (about  10  millions- 
children)  was  eligible  for  the  EPSDT  program.     The  cost  impact  of" 
servicing  such  a  large  population  on  a  repetitive  basis,  coupled 
with  the  external  financial  constraints  facing  most  states  because 
of  demands  in  other  sectors,   left  many  states  in  an  uneasy  financial 
position  concerning  the  operation  of  the  EPSDT  program.     It  is  with- 
in this  conflicting  framework  of  uneven  EPSDT  program  development, 
expansion  in  the  eligible  population,   and  increased  medical  care 
prices  that  this  report  is  written. 

Assessment  Methodology 

The  methodology  for  the  Cost  Impact  Study  was  designed  to 
collect  and  analyze  cost  and  utilization  data  from  a  number  of 
sources  to  yield  valid  findings  about  the  cost  of  operating  the 
EPSDT  program.     The  first  step  of  the  methodology  comprised •*  two 
parts:     to  identify  the  objectives  of  the  study  and  to  state  the 
major  hypotheses  relevant  to  the  objectives. 

Three  principal  objectives  were  identified: 

•  Objective  1  -  to  determine  the  impact  of  the  EPSDT 
program  on  the  use  and  cost  of  medical  services 
(excluding  screening)  by  Medicaid  participants  in 
EPSDT  compared  to  Medicaid  recipients  who  do  not 
participate  in  EPSDT. 

•  Objective  2-  -  to  measure  EPSDT  administrative  costs 
at  the  state  and  local  levels. 

•  Objective  3  -  to  determine  the  extent  to  which  the 
EPSDT  program  has  modified  a  state's  total  Medicaid' 
child  health  expenditures  over  the  short  term  (one 
year) . 

Several  hypotheses  related  to  the  major  objectives  were 
developed.     The  hypotheses  were  as  follows: 
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•  Participation  in  the  EPSDT  program  would  shift  an 
eligible's  utilization  of  medical  services  (treat- 
ment) away  from  inpatient  services  toward  ambulatory 
care. 

•  Participation  in  the  EPSDT  program  would  acquaint  eli- 
gibles  with  a  broader  range  of  treatment  providers  with 
a  subsequent  short-term  increase  in  treatment  utiliza- 
tion . 

•  Participation  in  the  EPSDT  program  would  cause  a  short- 
term  increase  in  treatment  expenditures. 

•  Operation  of  the  EPSDT  program  would  cause  Medicaid 
program  costs  to  increase  over  the  short-term,  with 
operating  costs  varying  by  state. 

The  next  step  was  to  identify  and  define  six  cost  categories 
that  were  relevant  to  the  major  objectives  of  study.     All  six 
categories  were  pertinent  to  the  EPSDT  program  and  population, 
but  only  one   (medical  services)  applied  to  the  non-EPSDT  population. 
The  following  classification  of  costs  was  utilized  in  the  data  col- 
lection and  analysis  plan: 

•  Case  finding:     identification,  notification,  outreach, 
confirmation  of  interest,  scheduling  and  confirmation 
of  appointment,   transportation  to  and  from  screening 
appointment 

•  Screening :     tests  and  examinations,  evaluation  of  find- 
ings,  counseling,  and  education   (all  related  specifi- 
cally to  the  EPSDT  program) 

•  Medical  services:  tests  and  procedures  to  evaluate 
and  treat  conditions 

•  Case  monitoring:     scheduling  referral  appointments, 
follow-up  of  appointment  no-shows  and  referral 
appointments 

•  Administration/Overhead  (state  level) . 
. .  Administration 

. .  Budgeting 

.  .  Program  planning  and  evaluation 

.  .  Program  monitoring  and  auditing 

. .  Data  analysis  and  report  preparation 

. .  Information  processing 
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. .  Technical  assistance  and  training 
. .  Legislative/legal  assistance 

..  Coordination  of : activities  among  EPSDT- agencies 

•  Administrat ion/Overhead  (local  level) 

. .  Administration 

. .  Budgeting 

. .  Staffing  (scheduling) 

.  .  Training 

.  .  Information  reporting 

.  .  Record  keeping 

. .  Coordination  of  local  EPSDT  activities 

. .  Provider  relations 

. .  Data  generation  and  billing 

The  third  step  of  the  study  design  was  the  specification  of 
the  data  collection  plan  to  measure  the  use  and  cost  of  medical 
services,  which  incorporated  the  following  elements: 

•  Medical  services  cost  and  utilization  information, 
to  be  collected  on  1,600  eligibles  from  each  of 
two  states.     800  EPSDT  participants  and  800  non- 
participants   (control  group  comparison) 

•  Twelve  month  time  period  for  utilization  and 
expenditure  data 

•  Proportional  stratified  random  sampling  for  four  (4) 
strata  for  each  sample  population:     (1)  non-white, 
under  six,    (2)  non-white,  over  six,    (3)  white,  under 
six,  and  (4)  white,  over  six. 

The  design  to  assess  the  total  cost  impact   (inclusive  of 
medical  and  administrative  costs)  of  the  EPSDT  program  incorpo- 
rated the  following  additional  elements: 

•  Selection  of  two   (2)   local  EPSDT  sites  per  state  for 
measuring  relevant  local  site  costs 

•  Selection  of  two   (2)   local  social  service  agencies  per 
state  for  the  measurement  of  relevant  social  service  costs 
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•  Selection  of  appropriate  departments  within  the  State  Med- 
icaid Agencies  to  determine  state-wide  administrative 
costs 

•  Use  of  cost  categories   (e.g.,  notification,  outreach) 
consistent  with  those  in  the  barrier  assessment  and 
best  practice  portions  of  this  contract  to  enhance 
the  reliability  of  measurement  at  local  and  state 
levels 

•  Relate  costs  to  appropriate  groups  of  eligibles 

. .  Medical  services  cost  related  to  the  unscreened 
and  screened  groups. 

..  Case  finding,  screening,  medical  services,  case 
monitoring,  state  and  local  administration  costs 
related  to  the  screened  group 

•  Total  cost  impact  stated  as  the  difference  between 
extrapolated  EPSDT  Program  costs   (screening,  case 
finding,   case  management,   and  administration  at  the 
local  level,  program  administat ion  at  the  State  level, 
and  Medicaid  services  expenditures  for  the  screened 
sample  population)   and  extrapolated  medical  services 
expenditures  for  the  non-screened  population. 

For  objective  1,  we  controlled  the  influences  of  independent 
variables  extraneous  to  the  purpose  of  the  study,  such  as  age 
and  race,  by  randomly  selecting  a  stratified  sample  of  eligibles. 
In  Objective  2  the  following  assumptions  were  made  in  order  to 
extrapolate  local  data  to  the  state  wide  basis: 

•  Homogeneity  of  eligible  population  -  Characteristics 
of  EPSDT  population  are  uniform  statewide. 

•  Economies  of  scale  -  The  screening  and  case  management 
productivity  at  the  study  sites  do  not  differ  from  those 
of  other  sites 

•  Provider_participat ion  -  Providers  of  EPSDT-related 
activities  are  equally  available,  are  willing  to  par- 
ticipate in  EPSDT,  and  are  equally  accessible  to  the 
screened  and  unscreened  population  in  all  areas  of 
the  state 

•  Cost  distribution  -  Costs  were  distributed  over  the  total 
number  of  screenings  completed  during  12  months.  While 
some  costs  do  vary  with  screening  volume,  consistent 
data  were  available  only  on  the  total  number  of  screen- 
ings, and  total  costs  in  each  of  the  cost  categories. 
Total  screening  volume  was  divided  into  total  costs  to 
provide  an  estimate  of  the  cost  of  each  screening. 
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Since  these  assumptions  may  not  be  realistic  in  all  cases,  the 
extrapolations  of  total  EPSDT  costs   (inclusive  of  administrative 
costs)  should  be  viewed  with  more  caution  than  the  extrapolations 
of  medical  treatment  costs.    : - 

Following  the  design  phase,  respondents  or  data  sources 
were  specified  for  each  measurement  category. 

•  Case  finding:     interviews  with  local  social  service 
agencies  and  screening  providers 

•  Screening :     interviews  with  local  screening  providers 

•  Medical  services:     abstract  data  from  State  Medicaid 
claims  files  for  samples  of  eligibles 

•  Case  monitoring:     interviews  with  local  social  service 
agencis  and  screening  providers 

•  Administration/overhead  (local) :     interviews  with  local 
Medicaid  Agency  off icials. 

A  data  collection  outline  was  drawn  up  for  each  data  source 
except  where  data  were  to  be  extracted  from  the  State  Medicaid 
files.     For  diagnosis  and  treatment  data,  computer  programs  were 
developed  to  extract  the  data  from  the  State  Medicaid  files. 
Figure  1.3  illustrates  the  steps  used  in  extracting  the  data 
from  the  files. 

The  final  step  in  the  methodology  was  to  design  a  plan  to 
present  and  analyze  the  collected  data.     The  analysis  plan,  follow- 
ing from  the  objectives  of  the  study,  was  divided  into  components 
dealing  with  EPSDT  impacts  on  the  utilization  of  non- screening 
services,  the  administrative  costs  of  the  States,   the  administra- 
tive and  operating  costs  of  the  local  sites,  and  the  sum  of  all 
Medicaid  screening  and  medical  care  expenditures. 

In  analyzing  utilization,  care  had  to  be  taken  to  ensure  that 
the  raw  data  were  purged  of  evidence  of  screening  utilization 

itself  before  analysis.     Failure  to  do  this  would  have  led  to  over- 
estimates of  screened  childrens'  medical  service   (non- screening) 
utilization  of  clinic  services  in  both  states,  of  physician  office 
visits  and  hospital  outpatient  department  visits  in  State  2. 
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This  part  of  the  study  was  also  undertaken  with  a  sensitive 
view  to  other  factors.     We  were  aware  that  medical  providers  interact 
with  one  another  as  well  as  with  the  patient  in  determining  utili- 
zation patterns  and  that  some  types  of  medical  services  may  be 
good  substitutes  for  others  in  the  view  of  the  professionals 
in  the  field  and/or  of  the  service  recipient.     It  was  also  impor- 
tant to  be  cognizant  of  the  fact  that  service  preference  patterns 
on  the  part  of  recipients  may  account  for  observed  utilization 
patterns  on  the  part  of  recipients  and  that  EPSDT  may  affect  these 
preference  patterns.     Finally,  we  expected  to  find  that  EPSDT 
increased  the  proportion  of  people  in  a  group  who  use  medical  ser- 
vices and  that  this  might  affect  the  findings.     The  analysis  plan 
was  responsive  to  these  potential  problems.     It  took  into  account 
the  possibilities  that  the  screening  process  itself  may  have  in- 
fluenced the  choice  of  provider  type  without  influencing  the  type 
of  service  provided;  that  preferences  and  perceptions  about  health 
in  the  group  of  screening  recipients  might  not  have  fully  reflected 
those  of  screening  providers  or  of  the  medical  care  community;  and 
that  EPSDT  might  be  unfairly  cast  in  an  unfavorable  light  if  an 
increase  in  the  number  of  medical  service  users  caused  by  the  pro- 
gram was  not  offset  by  a  decline  in  average  utilization  for  each 
recipient  of  a  service. 

The  analysis  plan  for  measuring  EPSDT  impacts  on  medical  ser- 
vices costs  took  into  account  many  of  the  potentially  troublesome 
questions  expected  in  the  utilization  work.     In  addition,  since 
expenditure  variations  result  both  from  price  and  volume  of  utili- 
zation variation,  the.  plan  took  into  account  the  need  for  separately 
studying  the  apparent  impact  of  EPSDT  on  the  unit  cost  of  medical 
services  delivered  to  Medicaid  eligible  children.     In  particular, 
unit  cost  data  were  expected  to  reveal  the  impact  of  EPSDT  on  the 
complexity  or  intensity  of  service  delivery  in  each  setting. 

In  outlining  the  review  of  State  administrative  costs  for 
EPSDT,  proper  consideration  was  given  to  the  organizational  differ- 
ences between  the  States  and  to  their  role  in  explaining  the  observed 
interstate  administrative,  cost  differences. 
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The  analysis  of  local  site  costs  for  screening  and  adminis- 
tration presented  a  number  of  problems  related  to  the  fact  that 
some  of  the  components  of  the  screening  activity  may  not  be 
entirely  funded  from  the  local  site's  budget  in  any  given  instance; 
that  the  sites  selected  for  observation  were  not  randomly  chosen 
and  may  not  be  representative  of  all  sites;  that  we  had  no  oppor- 
tunity to  observe  the  response  of  site  costs  to  changes  in  screen- 
ing volume  over  time;  and  that  the  administrative  arrangements  at 
one  site  differed  from  those  at  other  sites  in  a  manner  which 
affected  operating  characteristics  and  the  degree  of  reliability 
with  which  site  costs  for  certain  activities  could  be  estimated. 

Finally,  a  review  of  the  summary  findings  was  planned  so  as 
to  take  into  account  each  of  the  individual  interpretative  issues 
and  problems  developed  in  reviewing  utilization,  Medicaid  expen- 
ditures, state  costs,  and  local  site  costs. 

Overview  of  the  Report 

The  structure  of  the  report  consists  of  seven  major  sections: 

•  Executive  Summary.     The  Executive  Summary  summarizes 
the  major  findings  and  conclusions  of  the  report. 

•  Section  I:     Introduction.     This  section  describes  the 
methodology  utilized  to  design  the  study  and  to  gather 
and  analyze  the  data. 

•  Section  II:     Impact  of  EPSDT  on  Utilization  of  Medical 
Services  Under  Medicaid.     The  bindings  and  conclusions 
relating  to  medical  services  utilization  impact  are 
discussed  with  presentation  of  the  findings  in  tabular 
form  where  appropriate.     Each  State  is  presented 
separately  .- 

•  Section  III:     Impact  of  EPSDT  on  Expenditures  for 
Medical  Services  Under  Medicaid.     The  findings  and  - 
conclusions  relating  to  medical  services  cost  impact 
are  discussed.     Findings  are  again  presented  in 
tabular  form  where  appropriate.     Each  State  is  presented 
separately . 
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Section  IV:     Impact  of  EPSDT  on  State  Administrative 
and  Operational  Cost~     State  administrative/overhead 
costs  are  examined  and  aggre-gated  for  each  state  sep- 
arately . 

Section  V:     Impact  of  EPSDT  on  Local  Administrative  and 
Operational  Costs.     Cost  activities  related  to  EPSDT 
at  both  the  local  site  level  and  local  social  service 
agency  level  are  identified  for  each  state. 

Section  VI:     Impact  of  EPSDT  on  Total  Medicaid  Expen- 
ditures"    Cost  impact  of  the  EPSDT  program  on  each 
State's  Medicaid  program  is  assessed  and  analyzed. 

Section  VII:     Reliability  and  Validity  of  Study  Findings. 
The  reliability  and  validity  of  the  study  findings 
are  discussed  and  evaluated. 
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SECTION  II:      IMPACT  OF  EPSDT  ON  UTILIZATION  OF 
MEDICAL  SERVICES  UNDER  MEDICAID 


EPSDT  was  expected  vo  affect  amounts  and.  types  of  med- 
ical services  utilized  by  Medicaid  eligibles  who  -par- 
ticipated in  screening .     Specifically,   it  was  hypothe- 
sized the  EPSDT  participation  would  be  associated  with 
decreased  use  of  inpatient  services  and  increased  use 
of  ambulatory  services.     A  supplementary  hypothesis 
stated  that  EPSDT  would  be  instrumental  in  identifying 
particular  health  problem  areas  such  as  dental ,  vision, 
and  hearing  abnormalities ,   and  in  securing  treatment 
for  the  abnormalities .     Thus ,   medical  services  utiliza- 
tion was  expected  to  increase  in  these  selected  specialty 
areas . 

Medical  services  were  divided  into  ten  cavegories .  Units 
of  utilization,    such  as  visits,   days,   prescriptions ,  etc. 
were  specified  for  each  medical  service  category .  Utili- 
zation was  defined  as  a  Medicaid  payment  for  one  unit  of 
any  medical  service  type.     Adjustments  were  made  to  the 
raw  data  to  account  for  the  effects  of  screening  visits  on 
total  utilization . 

In  both  States,    screened  persons  used  fewer  physician 
office  visits,   fewer  pharmaceutical  prescriptions ,  and 
fewer  inpatient  hospital  days  than  did  unscreened 
persons .     In  both  States,   screened  persons  used  more 
dental  procedures ,   more  clinic  visits,   and  more  optical 
service  visits  than  did  unscreened  persons. 

In  several  medical  service  categories ,    screened  persons 
were  high  utilizers  in  one  State  and  low  utilizers  in 
the  other  State  in  comparison  with  unscreened  individuals 
in  the  same  State.     These  medical  service  areas  were  out- 
patient hospital  visits,   physician  other  visits,  physician 
emergency  visits,   and  other  service  units   (i.e.,  podiatris 
independent  laboratory,   ambulance,  etc.). 
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Utilization  differences  between  screened  and  unscreened 
members  of  the  samples  in  both  states  were  attributed 
to  EPSDT.     Most  notable  among  these  differences  was  the 
tendency  of  screened  persons  to  use  fewer  inpatient  and 
physician  office  services  and  more  dental  and  optical 
services  than  their  unscreened  counterparts  in  the 
Medicaid  population . 


Service  Categories 

Before  presenting  the  findings  on  utilization  by  screened 
and  unscreened  Medicaid  eligibles  in  the  two  states  studied,  it 
is  well  to  provide  capsule  descriptions  of  the  service  categories 
used  in  the  analysis.     The  service  categories  used  are  the  fol- 
lowing : 

•  Physician  Office  Visit  -  four  types  of  services 
are  included  in  this  category:     physician  office 
visit,  physician  billed  x-ray  procedures,  physician 
billed  laboratory  procedures,  and  physician  billed 
injections.     When  more  than  one  of  these  service 
types  is  provided  by  a  single  physician  to  one 
patient  on  the  same  day  and  one  of  these  services 

is  an  office  visit,  only  the  office  visit  is  counted 
as  a  utilization  unit.     When  no  office  visit  is  re- 
corded but  other  services  included  in  this  category 
are  performed,  all  of  those  services  performed  on 
one  date  are  considered  to  be  part  of  one  office  visit. 

•  Pharmaceutical  Prescriptions  -  new  and  refilled 
prescriptions.     Each  medication  is  counted  as  a 
single  unit  whether  or  not  these  medications  have 
been  ordered  on  a  single  prescription. 

•  Dental  Procedures  -  individual  dental  procedures 
such  as  x-rays,  extractions,  filled  cavities  and 
dental  education  sessions. 

•  Outpatient  Hospital  Visits  -  individual  visits  to 
hospital  outpatient  departments.     As  in  the  case 
of  physician  office  visits,  all  procedures  billed 
separately  by  the  hospital  on  the  date  of  the  out- 
patient visit  are  considered  to  be  elements  of 
that  visit  and  are  not  separately  enumerated. 
However,  where  x-rays,   laboratory  procedures,  and 
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injections  are  billed  to  Medicaid  by  individual 
physicians  they  have  been  recorded  as  physician 
office  visit  components  even  when  we  suspect  that 
they  were  parts  of  the  outpatient  hospital  visit 
encounter.     Certain  other  individual  physician 
billed  procedures  which  may  have  been  associated 
with  a  hospital  outpatient  department  visit  have 
been  recorded  as  Physician  Other  Visits  as  we 
cannot  be  certain  that  they  indeed  were  associated 
with  hospital   outpatient  visits. 

•  Physician  Other  Visits  -  individual  physician  services 
other  than  emergency  care,  care  by  ophthalmologists, 
office  visits,  and  separately  billed  laboratory  pro- 
cedures, x-rays,  and  injections  provided  by  one 
physician  to  a  single  patient  on  one  day.     When  a 
physician  service  is  performed  during  a  period  of 
hospitalization,  regardless  of  the  procedure,   it  is 
considered  a  physician  other  visit.     The  vast  majority 
of  physician  other  visits,  in  fact,  do  occur  during 
hospitalization . 

•  Clinic  Visits  -  clinic  services  provided  to  one 
patient  on  one  day  but  not  billed  as  a  physician 
visit . 

•  Inpatient  Hospital  Days  -  hospital  days  billed  to 
Medicaid  (admission  date  subtracted  from  discharge 
date) . 

•  Physician  Emergency  Visits  -  visits  billed  by 
physicians  for  emergency  care . 

•  Optical  Service  Visits  -  services  performed  on  a 
single  day  by  one  provider  for  one  patient  and 
billed  to  Medicaid  as  having  been  for  eye  services. 
We  have  grouped  the  services  of  ophthalmologists, 
optometrists,  opticians,  and  corporate  providers 

of  vision  services  in  this  category. 

•  Other  Service  Units  -  a  general  category  that 
contains  ambulance  trips,  prosthetic  devices, 
nursing  home  days,   laboratory  services  billed  by 
independent  laboratories,  and  other  services  which 
are  not  included  elsewhere  in  the  tabulations. 

Utilization  of  Services  in  State  1 

The  utilization  findings  for  State  1  are  displayed  in  Tables 
2.1  and  2.2.     The  values  in  Table  2.1  are  total  utilization  for 
800  screened  and  non-screened  Medicaid  eligibles  in  four  population 
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strata   (white  0-6,  white  7-21,  non-white  0-6,   and  non-white 
7-21).     The  values  shown  have  been  adjusted  to  remove  the  effects 
of  800  clinic  screenings*  and  of  an   intentional  oversampl ing 
of  records  from  the  utilization  tally.     The  utilization  figures  in 
Table  2.1  have  been  divided  by  the  population  count  for  each  stra- 
tum to  arrive  at  Table  2.2  where  average  service  use  rates  for 
"typical"  screened  and  unscreened  eligibles  are  presented. 

The  total  utilization  figures  shown  at  the  right  hand 
margin  of  Tables  2.1  and  2.2,  should  be  interpreted  with  care 
as  the  units  of  account  used  for  individual  services  differ  one 
from  another.     For  example,  a  hospital  day  is  given  the  same 
weight  in  the  total  column  as  a  dental  bitewing  x-ray  though 
the  first  costs  $100  or  so  and  the  second  less  than  S5  and 
despite  the  fact  that  a  bitewing  x-ray  is  a  routine  diagnostic 
procedure  while  a  hospital  day  is  not  a  routine  occurrence  in 
general  medical  care  for  children.     Since  the  service  mix  repre- 
sented by  the  total  utilization  column  is  so  heterogeneous  it 
is  probably  best  to  judge  differences  in  results  in  any  stratum 
as  being  meaningful  only  if  they  are  quite  large. 

The  following  analysis  discusses  the  service  cate- 
gories in  groups  which  are  related  to  one  another.  General 
medical  outpatient  care  including  physician  office  visits,  pharma- 
ceutical precr iptions ,  outpatient  hospital  visits,  clinic  visits, 
and  physician  emergency  visits,  constitute  one  broad  category. 
A  second  is  composed  of  the  inpatient  care  related  activities  of 
inpatient  hospital  days  and  physician  other  visits.     The  third 
category  is  comprised  of  services  to  which  referrals  are  empha- 
sized within  the  EPSDT  program  and  these  are  dental  procedures 
and  optical  service  visits.     The  fourth  category  contains  only 


*There  is  internal  evidence  in  the  billing  records  of  State  1 
that  a  number  of  screened  patients  were  screened  more  than  once, 
or  were  partly  screened  at  one  visit  and  completed  screening  at 
a  second  visit.     The  evidence  consists  of  a  number  of  repeat 
clinic  visits  by  screened  persons  billed  to  the  State  for  S12 
(the  normal  screening  charge)   at  clinics  where  the  State  was 
rarely  charged  $12  for  Visits  by  unscreened  eligibles. 
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one  item,  other  service  units.     The  fourth  category  is  a  very  hetero- 
geneous and  difficult  to  analyze  array  of  non-physician  medical  ser- 
vices.'    In  each  case  the  findings  are  presented  and  then  analyzed. 

General  Medical  Outpatient  Services  -  Findings 

Screened  persons  in  the  State-  1  sample  used  16  percent  fewer 
general  medical  outpatient  services  than  did  unscreened  eligibles 
in  the  year  of  this  study.     Relatively  low  service  use  by  screened 
eligibles  was  confined  to  the  physician  office  visit  category  (25  per- 
cent fewer  visits  for  those  screened  than  for  unscreened  eligibles). 
Screened  children  had  higher  utilization  rates  than  the  unscreened  child- 
ren in  the  hospital  outpatient  departments   (  +  11  percent) ,  clinic 
(+  90  percent) ,  and  physician  emergency  visit   (+  375  percent)  service 
categories.     Pharmaceutical  usage  among  screened  eligibiles  was  24 
percent  less  than  among  those  without  screening. 

When  the  data  are  examined  by  cohort   (white  0-6,  other  0-6, 
white  7-21,  and  other  7-21)  we  find  the  general  pattern  of  rela- 
tively low  overall  utilization  of  general  medical  outpatient  services 
by  the  screened  group  but  a  relatively  high  use  of  clinic,  hospi- 
tal outpatient  department,  and  physician  emergency  services  by 
them  in  most  strata.     Only  in  the  white  0-6  stratum  are  screened 
persons  relatively  heavy  users  of  general  medical  outpatient  ser- 
vices and  this  reversal  of  the  overall  pattern  is  largely  due  to 
their  extraordinarily  frequent  use  of  hospital  outpatient  depart- 
ments and  clinics.     The  only  other  finding  which  is  at  variance 
with  the  overall  pattern  is  that  of  drug  use  among  whites  aged  7-21, 
which  is  higher  among  those  with  screening  than  among  those  without 
screening . 

Analys  is 

The  overall  decline  in  outpatient  service  use  which  EPSDT 
appears  to  have  caused  in  State  1  is  contrary  to  what  we  had 
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expected  to  find.     We  had  assumed  that  EPSDT  would  have  only  little 
short  term  effect  on  disease  incidents  or  prevalence  and  that  its 
major  effect  on  the  case  of  general  medical  outpatient  service  would 
be  to  add  visits  for  remedying  health  problems  discovered  during 
screening  to  preexisting  levels  of  service  use  for  episodic  health 
care. 

We  do  find  some  evidence  in  the  results  shown  in  Tables  2.1 
and  2.2  that  EPSDT  produced  a  shift  in  service  use  toward  settings 
specializing  in  intensive  diagnostic  workups  and  remedial  therapy, 
that  is  to  say  to  clinics.     Further  this  effect  was  particularly 
strong  in  the  younger  age  groups  where,  under  impetus  from  the 
Federal  Government's  Maternal  and  Child  Health  Program,  the  states 
have  long  since  developed  an  intensive  capability  for  diagnosing 
and  treating  crippling  and  life  threatening  conditions  in  young 
children.     However  this  finding  may  simply  be  due  to  the  fact  that 
screenings  in  State  1  are  performed  by  public  health  clinics  and  at 
times  by  hospital  outpatient  departments  which  may  have  an  institu- 
tional bias  toward  making  diagnostic  treatment  referrals  to  similar 
institutions  rather  than  to  private  practice  physicians.* 

Inpatient  Care  and  Related  Activities  -  Findings 

The  screened  population  in  State  1  used  12  percent  fewer  hospital 
days  but  98  percent  more  physician  other  visits   (largely  in-hospital 
services)  than  did  the  sample  of  unscreened  eligibles  during  the 
study  year.     This  pattern  was  evident  in  three  strata.     Young  whites, 
though,  had  an  identical  utilization  rate  for  inpatient  days  and 
a  nearly  identical  utilization  rate  for  physician  other  visits  in 
the  screened  and  unscreened  groups. 


In  State  2,  where  most  screening  visits  were  provided  by  private 
practitioners,  screened  eligibles  used  more  clinic  services  but 
fewer  hospital  outpatient  department  services  than  did  unscreened 
eligibles . 
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Analys  is 

The  findings  indicate  that  EPSDT_caused  a  decline  in  hospi- 
talization but  since  this  decline  was  only  marginally  more  pro- 
nounced than  the  drop  in  general  medical  service  outpatient  use 
it  provides  little  support  to  our  hypothesis  that  EPSDT  would 
induce  a  shift  in  service  use  patterns  away  from  inpatient  and  to- 
ward outpatient  care.     This  argument  can  only  be  made  with  force 
if  one  assumes  that:     the  relatively  high  clinic  and  hospital 
outpatient  department  use  by  those  screened  is  a  transitory 
phenomenon  related  to  intense  efforts  to  remedy  health  problems 
uncovered  during  screening;  that  the  relatively  low  inpatient 
utilization  by  screened  eligibles  is  a  permanent  effect  of  EPSDT; 
and  that  the  sharply  reduced  physician  office  visit  use  by 
screened  eligibles  is  a  permanent  effect  of  EPSDT.     The  data 
available  to  us  are  not  sufficient  to  support  or  refute  the  valid- 
ity of  these  suggested  sets  of  EPSDT  effects. 

The  evidence  on  physician  other  visits,  most  of  which  are 
associated  with  hospital  stays,   shows  that  screened  children 
received  more  than  twice  as  many  physician  services  per  inpatient 
day  (1.62)  as  did  unscreened  children  (0.74).     This  finding  sug- 
gests that  the  content  of  inpatient  care  for  screened  children 
may  have  been  much  more  intensive  than  it  was  for  unscreened 
children. * 

Dental  Procedures  and  Optical  Visits  -  Findings 

The  EPSDT  screened  sample  used  34  percent  more  dental 
services  and  29  percent  more  optical  services  than  did  the 
unscreened  sample  in  State  1.     Among  the  strata,  the  only 
exception  to  the  rule  of  relatively  heavy  optical  and  dental  ser- 
vice use  among  the  screened  eligibles  is  found  among  whites  ,  ages 
0-6.     There  is  very  little  optical  and  dental  service  use  alto- 
gether in  this  stratum  because  of  the  small  number  of  children 

The  cost  findings  do  not  entirely  support  this  conclusion. 
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involved.     However,   the  unscreened  use  more  optical  services 
than  do  those  with  screening  and  dental  utilization  is  similar 
for  the  screened  and  unscreened  members  of  the  stratum. 

Analys  is 

The  relatively  heavy  use  of  dental  and  optical  services 
by  those  with  screening  supports  the  contention  that  EPSDT  discovers 
untreated  non-acute  health  problems  and  leads  to  treatment  for 
them. 

Vision  and  dental  problems  are  easily  ignored  if  regular 
examinations  are  not  performed.     This  can  lead  to  chronic  visual 
impairment  and  to  the  use  of  dental  care  on  a  crisis  basis.  The 
findings  in  Tables  2.1  and  2.2  suggest  that  EPSDT  tends  to  lead 
to  prompt  care  for  vision  and  dental  problems  and  to  the  avoid- 
ance of  the  long  term  consequences  of  neglecting  these  problems. 

Other  Service  Units  -  Findings 

The  utilization  of  other  services  was  79  percent  lower 
among  screened  than  among  unscreened  eligibles  in  State  1.. 
However,  on  a  stratum  by  stratum  examination  of  the  findings 
it  is  apparent  that  the  relatively  high  utilization  of  these 
services  by  the  unscreened  is  limited  to  the  Other  age  7-21 
stratum.     In  each  of  the  strata,  other  services  use  is  either 
greater  in  the  screened  group  than  in  the  unscreened  group  or  is 
zero  in  both  groups. 
Analys  is 

Other  services  "are  a  sum  of  very  diverse  health  care 
activities.     They  include  ambulance  services,  nursing  home  days 
(one  unscreened  person  in  the  Other  7-21  stratum  had  more  than 
sixty  days  of  nursing  home  care  in  the  study  period) ,  psychologi- 
cal test  batteries,  appliances   (braces  and  hearing  aids  for  exam- 
ple),  and   laboratory  test  profiles  billed  to  Medicaid  in 
State  1  by  independent  laboratories.     The  very  diversity  of  the 
services  involved  makes  it  difficult  to  understand  what  might 
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cause  either  the  screened  or  unscreened  groups  to  have  relatively 
heavy  utilization  of  services  in  this  category. 

Utilization  of  Services  in  State  2 

The  findings  on  aggregate  and  per  capita  utilization  of 
Medicaid  medical  services  by  screened  and  unscreened  eligibles 
in  the  study  sample  in  State  2  are  presented  in  Tables  2.3  and 
2.4.     These  tables  represent  utilization  net  of  screening  visits. 
In  backing  screening  services  out  of  utilization  counts  we  have 
assumed  that  each  screened  eligible  received  one  screening  service* 
and  that  84  percent  of  screening  services  were  provided  by  private 
practice  physicians,  12  percent  by  hospital  outpatient  departments, 
and  4  percent  by  clinics  in  each  cohort.     The  percentage  distribu- 
tion of  screening  services  by  source  corresponds  with  the  overall 
distribution  of  these  services  among  provider  types  during  the 
year  of  the  study  in  State  2  but  we  have  no  way  of  knowing  whether 
this  distrubution  accurately  represents  the  pattern  of  screening 
service  delivery  in  our  sample  of  screened  eligibles  and  in 
-■ach  cohort  witnm  tn^  sa«ipxe. 

General  Medical  Outpatient  Services  -  Findings 

The  use  of  general  medical  outpatient  services  in  State  2 
was  6.7  percent  lower  among  screened  than  among  unscreened 
eligibles.     The  unscreened  used  more  services  in  physician  offices, 
hospital  outpatient  departments,  and  emergency  care  situations  than 
did  those  with  screening  but  screened  persons  used  more  clinic  ser- 
vices than  did  those  without  screening.     The  use  of  drugs  was 
slightly  lower  in  the "screened  than  in  the  unscreened  sample. 


Internal  evidence  in  the  State  2  billing  records  indicates  that 
same  eligibles  may  have  been  screened  more  than  once  or  may  have 
had  their  screenings  divided  into  two  parts  each  of  which  was 
separately  billed  to  Medicaid.     Therefore,   the  outpatient  medical 
service  use  of  screened  eligibles  is  overstated  to  an  unknown 
degree  in  Tables  2.3  and  2.4. 
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There  are  four  major  exceptions  to  these  general  findings 
in  the  individual  strata. 

The  white  7-21  stratum  : showed  a  very  heavy  utilization  of 
physician  office  visits  and  a  very  low  rate  of  use  of  clinic 
services  among  those  with  screening  compared  to  those  without 
screening.     This  heavy  use  of  physician  office  visits  resulted 
in  a  finding  that  screened  members  of  this  cohort,  in  contrast 
with  screened  members  of  other  stratum,  used  more  general  medical 
outpatient  services  than  did  their  unscreened  counterparts. 

The  Other  7-21  screened  group  used  physician  office  services 
at  a  slightly  higher  rate  than  did  their  unscreened  counterparts; 
however,   this  reversal  of  the  general  finding  for  physician  office 
services  is  not  strong  enough  to  make  the  screened  members  of  this 
stratum  heavier  users  of  all  general  medical  outpatient  services 
than  their  unscreened  counterparts. 

Table  2.3  shows  that  screened  members  of  the  Other  0-6 
stratum  used  more  emergency  physician  services  than  did  unscreened 
members  of  the  stratum  and  this  contradicts  the  general  finding 
with  respect  to  emergency  service  use  in  State  2.* 
Analys  is 

The  reduced  utilization  of  general  medical  outpatient  ser- 
vices which  seems  to  have  been  caused  by  EPSDT  screening,  is 
somewhat  surprising.     We  did  not  expect  that  a  short  run  study  would 
show  that  EPSDT  had  a  favorable  impact  on  the  health  status  of 
eligibles  which  would  result  in  reduced  outpatient  service  utiliza- 
tion.    In  the  short  run  time  frame  of  this  study,   it  seemed  reason- 
able to  expect  that  EPSDT  would  induce  an  increased  use  of  out- 
patient services,  as  it  brought  about  new  demands  for  diagnostic, 
preventive,  and  remedial  health  care  while  causing  little,  if 
any,  reduction  in  service  use  for  episodic  care. 

*  In  Str.te  1  screened  eligibles  generally  used  more  emergency 
services  than  did  unscreened  eligibles  while  here  this  finding 
is  confined  to  one  stratum. 
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The  detailed  findings  indicate  that  EPSDT  reduced  general 
medical  outpatient  service  use  in  private  practice  and  hospital 
outpatient  department  settings,  but  induced  increased  utilization 
of  clinic  care  settings.     The  tendency  of  the  screened  to  heavily 
use  clinics  is  marked  only  in  the  younger  cohorts,  and  this 
indicates  that  EPSDT  succeeds  in  identifying  illness  and  crippling 
conditions  among  the  younger  eligibles  in  State  2  and  in  influ- 
encing those  youngsters  to  make  heavy  use  of  the  special  facili- 
ties set  up  during  the  40-year  history  of  the  Federal  Maternal 
and  Child  Health  Program  to  deal  with  the  more  serious  disabling 
conditions  which  affect  very  young  children. 

The  atypical  findings  on  physician  office  and  clinic  visits 
in  the  white  7-21  stratum  and  on  physician  office  visits  in  the 
other  7-21  stratum  cannot  be  explained  convincingly  on  the  basis 
of  the  information  gathered  in  preparing  this  report.  Therefore 
these  pattern-breaking  findings  are  merely  noted  here  for  reference 
and  in  order  to  highlight  the  fact  that  this  study  merely  scratches 
the  surface  of  the  question  of  how  EPSDT  affects  health  status 
and  the  health  care  behavior  of  the  eligible  population. 

Inpatient  Care  and  Related  Activities  -  Findings 

The  screened  sample  in  State  2  used  55  percent  fewer  hospital 
days  and  26  percent  fewer  physician  other  visits   (largely  inpatient 
hospital  services)  than  did  the  sample  of  unscreened  eligibles 
during  the  year  of  the  study.     At  the  stratum  level,  though, 
Tables  2.3  and  2.4  show  that  the  unscreened  sample  of  whites  aged 
7-21  had  lower  utilization  rates  for  these  services  than  did  their 
screened  counterparts . 

One  other  interesting  aspect  of  the  inpatient  utilization 
findings  in  State  2  is  that  the  screened  sample  used  more  physi- 
cian' other  services  per  patient  day  than  did  the  unscreened  sample. 
This  may  show  that  screened  eligibles  received  more  intensive  care 
when  hospitalized  than  did  unscreened  children. 
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Analysis 

These  findings  indicate  that  EPSDT  caused  a  decline  in  in- 
patient care  in  the  eligible  population  and,  since  the  fall 
in  inpatient  service  use  was  much  more  pronounced  than  the  de- 
cline in  general  medical  outpatient  utilization,  that  EPSDT 
induced  a  shift  in  emphasis  within  the  spectrum  of  types  of 
health  care  toward  ambulatory  care  settings  and  away  from  costly 
inpatient  care. 

One  other  interesting  aspect  of  the  inpatient  utilization 
findings  in  State  2  is  that  the  screened  sample  used  more  physi- 
cian other  services  per  patient  day  (.62)   than  did  the  unscreened 
sample   (.40).     This  may  shoxtf  that  screened  eligibles  received  more 
intensive  care  when  hospitalized  than  did  unscreened  children. 

Dental  Procedures  and  Optical  Visits  -  Findings 

Screened  members  of  the  study  sample  used  11  percent  more 
dental  procedures  and  30  percent  more  optical  service  visits 
than  did  those  without  screening.     Both  non-white  strata  show 
this  general  pattern  of  higher  optical  and  dental  service  use 
among  screened  than  among  unscreened  eligibles.     In  the  white 
strata,  those  with  screening  were  relatively  heavy  users  of 
optical  care  but  low  users  of  dental  care.     Non-whites  in  both 
the  screened  and  unscreened  groups  used  more  dental  services 
than  did  their  white  counterparts. 
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Analys  is 

The  relatively  heavy  use  of  optical  and  dental  care  by  the 
screened  population  is  to  he_ expected^  since  EPSDT  screening 
places  a  strong  emphasis  on  detecting  dental  and  vision  problems 
which  are  non-acute  but  require  treatment.     It  is  apparent  from 
these  data  that  EPSDT  is  detecting  these  problems  and  that  its 
referrals  to  treatment  are  effective  in  securing  needed  care  for 
screened  eligibles. 

The  relatively  low  use  of  dental  services  by  white  screened 
sligibles  is  not  readily  explained,  but  it  suggests  that  either 
screening  in  these  groups  is  not  being  effectively  performed  or 
that  whites  in  State  2  have  generally  adequate  dental  health 
maintenance  patterns  even  in  the  absence  of  screening. 
Other  Service  Units   -  Findings 

Screened  eligibles  in  State  2  used  23  percent  more  other 
service  units  than  did  unscreened  eligibles.     Only  in  the  other 
7-21  stratum  did  screened  eligibles  use  fewer  of  these  services 
than  did  eligibles  without  screening. 
Analys  is 

Analysis  of  differences  in  service  use  patterns  between 
screened  and  unscreened  eligibles  in  this  service  category  is 
difficult  because  the  services  represented  are  very  heterogeneous. 
We  have  included  curative  services  such  as  nursing  home  days  and 
podiatrist  visits  here,  together  with  diagnostic  services  such  as 
psychological  testing,  independent  laboratory  testing,  restorative 
services  such  as  the  purchase  of  prosthetic  devices;  and  episodic 
care  services  such  as  ambulance  trips. 

The  data  suggest  that  EPSDT  has  induced  an  intensified  use 
of  other  services  in  State  2.     Since  these  services  are  often 
diagnostic  or  restorative,  we  suspect  that  this  may,   like  the 
dental  and  optical  service  data,  reflect  an  EPSDT  influence  in 
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promoting  service  for  chronic  non-acute  health  impairments.  The 
internal  evidence  in  the  data  in  support  of  this  contention  is, 
however,  weak.* 

Comparison  of  the  Utilization  Findings  in  States  1  and  2 

Table  2.5  presents  a  summary  of  the  apparent  impacts  on 
the  utilization  per  capita  of  medical  services  for  the  two  states 
in  this  study.     In  examining  this  table  we  find  that  screened 
eligibles  used  fewer  ambulatory  general  medical  services  and  pre- 
scribed drugs  in  both  States  than  did  unscreened  eligibles; 
that  the  use  of  hospital  days  declined  after  screening  in  both 
States  but  that  the  use  of  complementary  other  physician  services 
rose  in  State  1  while  falling  in  State  2;  that  EPSDT  screened 
eligibles  used  fewer  other  service  units  than  their  unscreened 
counterparts  in  State  1  but  more  such  units  than  did  the  un- 
screened in  State  2.     We  also  note  that  the  number  of  physician 
other  visits   (largely  for  in  hospital  services)  per  patient 
day  of  hospitalization  was  sharply  higher  for  screened  as  compared 
with  unscreened  eligibles  in  both  States. 

The  basic  patterns  of  EPSDT  impact  on  service  utilization 
in  both  States  were  similar.     In  both  States  ambulatory  care  and 
inpatient  care  use  were  reduced  while  the  use  of  optical  and 
dental  services  increased.     However,   the  decline  in  the  use  of 
hospital  services  was  not  sharp  enough  in  State  1  to  support 
a  contention  that  EPSDT  shifts  the  focus  of  care  away  from 
general  medical  inpatient  settings  and  toward  general  medical 
outpatient  settings. 

The  contrasts  between  the  two  states  on  an  individual 
service  category  basis  are  most  pronounced  in  the  case  of  out- 
patient hospital  services,  physician  other  visits,  physician 
emergency  visits,   and  clinic  visits.     In  all  but  the  last  case 

The  findings  in  State  1  are  opposite  to  those  in  State  2. 
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TABLE  2.5:     COMPARISON  OF  THE  UTILIZATION  FINDINGS  IN  STATE  1  AND 
2:     THE  PERCENTAGE  DIFFERENCE  BETWEEN  UTILIZATION  BY 
SCREENED  AND  UNSCREENED  MEMBERS  OF  THE  STUDY  SAMPLE 


SERVICES  STATE  STATE 


SERVICES 

1 

2 

a . 

Physician  Office  Visits 

-25% 

-1% 

b. 

Pharmaceutical  Prescriptions 

-  24 

-  5 

c . 

Dental  Procedures 

34 

•  11 

d. 

Outpatient  Hospital  Visits 

11 

-17 

e . 

Physician  Other  Visits 

98 

-26 

f . 

Clinic  Visits 

90 

19 

a  . 

Inpatient  Hospital  Days 

-12 

^55 

h. 

Physician  Emergency  Visits 

357 

-27 

i . 

Optical  Service  Visits 

29 

30 

j  • 

Other  Service  Units 

-79 

23 

k. 

General  Medical  Outpatient 
Visits  (a+d+f+h) 

-9 

-9 

1. 

Physician  Other  Visits  per 
Inpatient  Day  (e/f) 

119* 

60* 

*In  State  1  1.62  other  physician  visits  were  recorded  per  patient 
day  for  those  with  screening  and  .74  visits  per  patient  day  for 
those  without  screening.     The  comparable  values  in  State  2  were 
.64  and  .40. 
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screening  seems  to  have  increased  utilization  in  one  State  and 
to  have  decreased  it  in  the  other.     In  the  case  of  clinics,  EPSDT 
seems  to  have  caused  only  a  moderate  utilization  increase  in 
State  2  while  causing  a  pronounced  utilization  increase  in  State  1. 

As  we  have  shown  in  comparing  utilization  of  all  general 
medical  outpatient  services  between  the  States,  the  contrasting 
results  in  the  areas  of  clinic,  hospital  outpatient  and  emergency 
services  do  not  imply  that  the  EPSDT  programs  have  different 
impacts  on  overall  outpatient  care  utilization  in  these  two 
environments.     What  we  do  find  is  that  the  State  which  uses 
public  health  clinics  as  screening  providers  to  the  exclusion 
of  all  other  potential  sources  of  screening  services  (State 
1)  seems  to  induce  those  who  are  screened  to  use  public  and  other 
instutut ional  settings  for  primary  care  with  some  frequency.  In 
State  2,  where  private  practitioners  carry  out  much  of  the  screen- 
ing activity,  the  only  EPSDT  induced  increase  in  care  in  institu- 
tional outpatient  settings  occurs  in  clinics  and  these  clinics, 
as  we  know  because  of  the  existence  of  the  Maternal  Child  Health 
Program,  may  be  particularly  well  equipped  to  treat  certain  dis- 
orders in  young  children.     Thus  State  1  seems  to  have  an  anti-private 
practitioner  bias  built  into  its  referral  patterns  because  of  the 
public  character  of  its  screening  program. 

One  final  aspect  of  the  findings  should  be  noted.  Except  in 
the  categories  of  dental  procedures  and  physician  other  visits, 
eligibles  in  State  1,  whether  screened  or  unscreened,  use  fewer 
medical  services  than  do  their  counterparts  in  State  2.     This  may 
be  due  to  the  fact  that  State  1  is  rural  and  State  2  is  urban  but 
whatever  the  cause  it  is  clear  that  there  is  less  scope  for  EPSDT 
to  reduce  "unnecessary"  service  use  in  State  1  than  in  State  2 
and  that  achievement  of  optional  and  equivalent  service  use  patterns 
in  the  two  states  may  simultaneously  call  for  increased  service 
use  in  State  1  and  decreased  use  in  State  2. 
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SECTION  III:     IMPACT  OF  EPSDT  ON  EXPENDITURES  FOR 
MEDICAL  SERVICES  UNDER  MEDICAID 


Medicaid  provides  payment  jot  covered  medical  services 
received  by  eligible  persons .     Since  screening  was  shown 
to  affect  utilization  of  services ,   it  can  be  expected 
that  it  will  also  affect  costs.      We  assessed  the  direc- 
tion3  magnitude ,   and  cause  of  cost  changes  for  each  cov- 
ered service  by  making  a  service-by- s ervice  expenditure 
comparison  for  screened  and  unscreened  members  of  our 
sample  populations  in  two  States.     These  comparisons  are 
based  on  service  costs  alone  a.nd  exclude  the  expenditures 
associated  with  screening .     The  expenditure  difference 
found  between  screened  and  unscreened  persons  was  defined 
zs   the  medical  service  expenditure  impact  of  EPSDT. 

Finding s  showed  that  the  expenditure  differences  between 
screened  and  unscreened  eligibles  followed  the  same  pattern 
as  utilization  differences  with  the  exception  of  one 
service  category    (physician  office  visits)   in  State  1. 
In  both  States,    expenditures  for  screened  persons  were 
lower  for  pharmaceutical  prescriptions  and  inpatient 
hospital  days  than  for  unscreened  persons.     In  both  States, 
expenditures  for  screened  persons  were  higher  for  dental 
procedures ,   clinic  visits,   and.  optical  services  than  for 
unscreened  persons .     In  several  medical  service  categories , 
screened  persons  had  higher  expenditures  in  one  State  and 
lower  expenditures  in  the  other  State  in  comparison  with  un- 
screened persons  in  the  same  state.     These  medical  service 
categories  were  physician  office  visits,   outpatient  hospital 
visits,   physician  other  visits,   physician  emergency  visits, 
and  other  service  units. 

In  aggregate ,   it  was  found  that  EPSDT  reduced  Medicaid  medical 

service  costs  only  in  State  2.     Medical  services  costs  in 

State  2  were  reduced  $46,  385  for  the  sample  population. 

In  State  1,   EPSDT  increased  medical  services  costs  $9,096 

for  the   sample  population.      On  a  oer  capita   (samvle  population) 


1 

51 


basis}    screened  persons  expended  $195.22  and  unscreened 
eligibles  expended  $253.83  in  State  2.     In  State    13  screened 
persons  had  medical  service  expenditures  of  $155.70  per 
capita,   and  unscreened  eligibles  had  $144.33  in  medical 
service  expenditures  per  capita. 

Service  Definitions 

In  order  to  clarify  the  presentation  which  follows,  we  first 
define  the  service  categories  used  in  the  analysis  and  the  kinds 
of  billing  definitions  used  to  count  units  of  service.     These  def- 
initions have  already  been  presented  at  the  outset  of  Section  II 
and  are  repeated  here  for  the  convenience  of  the  reader.  The 
service  types  are  as  follows: 

•  Physician  Office  Visit  -  four  types  of  services 
are  included  in  this  category:     physician  office 
visits,  physician  billed  x-ray  procedures,  physician 
billed  laboratory  procedures,  and  physician  billed 
injections.     When  more  than  one  of  these  service 
types  is  provided  by  a  single  physician  to  one 
patient  on  the  same  day  and  one  of  these  services 

is  an  office  visit,  only  the  office  visit  is  counted 
as  a  utilization  unit.     When  no  office  visit  is  re- 
corded but  other  services  included  in  this  category 
are  performed,  all  of  those  services  performed  on 
one  date  are  considered  to  be  part  of  one  of f ice  vis  it . 

•  Pharmaceutical  Prescriptions  -  new  and  refilled 
prescriptions .     Each  prescription  is  counted  as 
a  service  unit  whether  of  not  the  medications 
have  been  ordered  on  a  single  prescription. 

•  Dental  Procedures  -  individual  dental  procedures 
such  as  x-ray,  extractions,   filled  cavities  and 
dental  education  sessions. 

•  Outpatient  Hospital  Visits  -  individual  visits  to 
hospital  outpatient  departments.     As  in  the  case 
of  physician  office  visits,  all  procedures  billed 
separately "by  the  hospital  on  the  date  of  the 
outpatient  visit  are  considered  to  be  elements  of 
that  visit  and  are  not  separately  enumerated.  How- 
ever, where  x-rays,  laboratory  procedures,  and  in-  - 
jections  are  billed  to  Medicaid  by  individual  physi- 
cians they  have  been  recorded  as  physician  office 
visit  components  even  when  we  suspect  that  they 

were  parts  of  the  outpatient  hospital  visit  encounter. 
Certain  other  individual  physician  billed  procedures 
which  may  have  been  associated  with  a  hospital  out- 
patient department  visit  have  been  recorded  as  Physi- 
cian Other  Visits  as  we  cannot  be  certain  that  they 
indeed  were  associated  with  hospital  outpatient  visits. 
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•  Physician  Other  Visits  -   individual  physicians' 
services  except  physicians '   office  emergency  care 
and  ophthalmologists'   services.     When  a  physician 
service  is  performed  during  a  period  of  hospitaliza- 
tion, regardless  of  the  procedure,   it  is  considered 
a  physician  other  visit.     The  vast  majority  of 
physician  other  visits,   in  fact,  do  occur  during 
hospitalization. 

•  Clinic  Visits  -  clinic  services  provided  to  one 
patient  on  one  day  but  not  billed  as  a  physician 
visit . 

•  Inpatient  Hospital  Days  -  hospital  days  billed 
to  Medicaid  (admission  date  substracted  from 
discharge  date) . 

•  Physician  Emergency  Visits  -  visits  billed  by  phy- 
sicians  for  emergency  care. 

•  Cytometric  Service  Visits  -  services  performed  on 
a  single  day  by  one  provider  for  one  patient  and 
billed  to  Medicaid  as  having  been  for  eye  services  . 
We  have  grouped  the  services  of  ophthalmologists, 
optometrists,  opticians,  and  corporate  providers 

of  vision  services  in  this  category. 

•  Other  Service  Units  -  a  general  category  that  con- 
tains  ambulance  trips,  prosthetic  devices,  nursing 
home  days,   laboratory  services  billed  by  indepen- 
dent laboratories,  and  other  services  which  are 
not  included  in  the  other  nine  service  categories. 

Medicaid  Medical  Service  Expenditures  in  State  1 

Medicaid  medical  service  expenditures   (exclusive  of  screening 
reimbursements)   for  the  sample  population  in  State  1  are  presented 
in  Table  '3.1  by  age/race  stratum,   screening  status,  and  medical 
service  category.     Average  expenditures  for  members  of  this  sample 
population  are  shown  in  Table  3.2.     As  total  expenditures  will  differ 
between  unscreened  and  screened  members  of  the  sample  exactly  as 
utilization  differs  unless  the  unit  cost  of  service  to  the  two 
groups  is  not  the  same,  we  have  also  prepared  Table  3.3  for  analytic 
use.     This  table  shows  the  percentage  difference  between  utiliza- 
tion rates,  expenditures  per  person,  and  the  unit  cost  of  services 
received  for  each  medical  service  between  the  screened  and  unscreened 
members  of  the  sample  population.     The  use  of  the  table  can  be  illus- 
trated by  reference  to  the  physician  office  visit  column  which 
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shows  that  screened  members  of  the  sample  used  25  percent  fewer 
visits,   incurred  costs  per  capita  three  percent  greater,  and  used 
physician  office  visits  whose  unit  cost  was  37  percent  greater 
than  the  comparable  experience  of  the  unscreened  sample  population 
in  State  1. 

In  presenting  the  expenditure  findings,  we  follow  the  source 
format  which  was  used  in  the  discussion  of  utilization.  Services 
are  divided  into  the  four  broad  categories.     One  of  these  is 
general  medical  outpatient  visits,  and  it  comprises  physician 
office  visits,  pharmaceutical  prescriptions,  hospital  outpatient 
department  visits,  and  clinic  visits.     A  second  group  is  comprised 
of  inpatient  care-related  activities:     hospital  inpatient  days  and 
physician  other  visits.     The  third  group  consists  of  the  dental 
and  optical  services  to  which  referrals  are  emphasized  within  the 
EPSDT  program.     The  final  category  includes  only  the  heterogeneous 
other  service  unit  category. 

General  Medical  Outpatient  Services  -  Findings 

Aggregate  and  per  capita  expenditures  for  general  medical 
outpatient  services  were  17  percent  greater  for  those  screened 
than  for  unscreened  eligibles.     A  pattern  of  relatively  greater 
expenditures  for  these  services  for  screened  persons  is  found  in 
each  of  the  service  subcategories  in  this  group  of  services  except 
for  pharmaceuticals.     Though  it  is  pronounced  only  in  outpatient 
hospital  visits,  clinic  visits,  and  physician  emergency  visits, 
this  general  pattern  of  expenditure  findings  with  respect  to  general 
medical  outpatient  services  is  repeated  in  each  stratum  with  few 
exceptions.     In  particular,  the  relatively  high  physician  office 
visit  expenditures  incurred  by  screened  whites,  ages  7-21,   and  the 
relatively  low  physician  office  visit  expenditures   incurred  by 
screened  other  persons,   ages  0-6,   are  notable.     Also  notable  is  the 
tendency  of  whites  and  of  the  younger  screened  groups  in  each  racial 
grouping  to  show  larger  expenditure  increments  when  compared  with 
their  unscreened  counterparts  than  do  the  older  screened  groups. 
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The  percentage  overall  increases  in  general  medical  outpatient 
costs  after  screening  were  68  percent  in  the  white  0-6  stratum, 
29  percent  in  the  white  7-21  stratum,  19  percent  in  the  other 
0-6  stratum,  and  10.4  percent  in  the  other  7-21  stratum. 

In  looking  at  the  cost  per  unit  of  service  in  general  medical 
outpatient  services,  it  is  apparent  from  Table  3.3  that  EPSDT 
recipients  used  more  costly  services  than  unscreened  eiigibles 
in  each  category  in  this  group  except  clinic  visits.  Overall, 
excluding  pharmaceuticals,  the  cost  per  outpatient  visit  was 
33.6  percent  higher  for  screened  than  for  unscreened  eiigibles. 
($18.87  as  compared  with  $14.12). 

Analysis 

The  finding  that  screened  eiigibles  incur  17  percent  greater 
expenditures  for  general  outpatient  care  than  do  their  unscreened 
counterparts,  contrasts  sharply  with  the  finding  that  utilization 
of  these  services  is  16  percent  less   (excluding  pharmacy)  for  the 
screened  than  for  the  unscreened.     This  contrast  in  findings  is 
due  to  the  fact  that  screened  persons  visits  have  a  higher  unit 
cost  in  each  setting  than  do  the  visits  of  unscreened  eiigibles, 
and  because  there  is  a  tendency  among  those  screened  to  shift  the 
hours  of  outpatient  care  from  relatively  inexpensive  office 
settings  to  more  expensive  outpatient  hospital  settings.     The  unit 
cost  for  office  visits  for  screened  eiigibles  was  $14.17,  while 
the  unit  cost  for  hospital  outpatient  department  visits  was 
$36.62. 

The  relatively  high  cost  of  outpatient  visits  among  those 
with  screening  suggests  that  these  services  are  different  in  kind 
(or  content)  from  those  received  by  unscreened  eiigibles.  The 
nature  of  this  difference  in  service  content  (if  any)   is  not  clear 
to  us  from  the  data  at  hand,  but  it  may  be  due  to  referrals  by 
EPSDT  to  relatively  high  cost  specialists  and  the  impetus  given  by 
EPSDT  to  more  thorough  and  costly  diagnostic  workups  than  are  nor- 
mally provided  in  the  course  of  the  everyday  practice  of  providers 
in  State  1.     The  second  of  these  effects  is  an  intended  result  of 
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EPSDT  and  it  is  reassuring  to  see  that  the  evidence  suggests  that 
providers  do  follow  through  on  the  findings  of  screening  providers. 

Inpatient  Care  and  Related  Activities  -  Findings 

The  screened  population  in  State  1  incurred  expenses  for  in- 
patient days  25  percent  lower  than  those  incurred  by  the  unscreened 
population.     Expenses  for  physician  other  visits  were  50  percent 
higher  among  those  with  screening  than  among  those  without 
screening.     Physician  other  visit  expenses  per  inpatient  day  were 
$56.19  for  screened  persons  and  $33.67  for  unscreened  persons. 
Total  expenditures  per  inpatient   (including  the  cost  of  physician 
other  visits)  were  very  much  the  same  for  screened  ($151.52)  and 
unscreened  ($147.47)  eligibles, 

Total  expenditures  on  inpatient  and  related  care  were  8  per- 
cent lower  among  screened  than  among  unscreened  persons. 

Analysis 

Total  expenditures  on  inpatient  care  per  screened  eligibles 
were  eight  percent  less  than  those  for  unscreened  eligibles,  while 
utilization  was  12  percent  less.     Thus  it  appears  that  the  overall 
content   (or  service  intensity)  of  hospital  care  is  much  the  same 
per  patient  day  for  screened  as  for  unscreened  eligibles,  and  that 
EPSDT  lowers  hospitalization  costs  merely  by  reducing  days  of 
care  used.     On  a  more  disaggregated  level,   it  is  clear  that  there 
is  somewhat  less  costly  and  probably  less  intensive  hospital  care 
being  provided  to  the  screened,  and  that  increased  intensity  of 
physician  use  compensates  for  this. 

In  comparing  changes  in  total  hospitalization  expenses  with 
total  general  medical  outpatient  costs,   it  is  apparent  that  EPSDT 
shifts  the  emphasis  in  spending  away  from  inpatient  and  toward 
outpatient  care,  even  though  the  utilization  of  both  services 
declines  to  roughly  the  same  degree   (a  16  percent  decline  in 
visits  and  a  12  percent  decline  in  days  of  care) .     This  shift  in 
service  emphasis  is  a  pattern  which  has  been  supposedly  built  into 
the  screening  concept,  and  it  is  apparent  that  it  exists  in  State  1. 
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Dental  Procedures  and  Optical  Visits  -  Findings 

The  EPSDT  screened  sample  incurred  27  percent  greater  expendi- 
tures for  dental  services  and  72  percent  greater  expenditures  for 
optical  visits  than  did  their  non-screened  counterparts.  Dental 
unit  service  costs  were  only  five  percent  different  in  the  screened 
group  than  what  they  were  in  the  unscreened  group.     In  the  case 
of  optical  visits,  unit  costs  were  34  percent  higher  for  screened 
than  for  unscreened  persons.     The  older  strata  (ages  7-21)  generally 
incurred  higher  expenditures  for  the  services  than  did  the  younger 
strata  regardless  of  screening  status,  and  this  phenomenon  was 
particularly  marked  in  the  case  of  dental  procedures. 

Analysis 

Most  of  the  findings  on  per  capita  dental  and  optional  ex- 
penses closely  parallel  those  on  utilization,  and  no  further  com- 
ments on  those  are  needed.     The  only  important  exception  to  this 
rule  is  in  the  area  of  optical  services  where  expenditure  in- 
creases caused  by  EPSDT  (72  percent)  far  outstrip  the  utilization 
increases   (29  percent)  in  service  utilization.     This  difference 
in  findings  is  related  in  the  fact  that  unit  service  costs  for 
optical  visits  were  much  higher  (34  percent)  among  screened  than 
among  unscreened  persons. 

The  optical  findings  suggest  that  the  quality  or  content  of 
the  services  provided  to  screened  people  is  different  from  that 
provided  to  the  unscreened.     These  differences  may  reflect  a  rela- 
tively heavy  use  of  ophthalmologists  by  screened  eligibles  and  a 
relatively  heavy  reliance  on  optometrists  by  those  without  screening. 
It  may  also  indicate  that  more  complex  diagnostic  and  therapeutic 
work  is  done  for  screened  than  for  unscreened  eligibles. 

Other  Service  Units  -  Findings 

Expenditures  for  other  service  units  were  sharply  lower  (77 
percent)   for  screened  than  for  unscreened  eligibles  in  State  1 
though  on  a  stratum  by  stratum  basis  it  is  clear  that  EPSDT  decreased 
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these  expenses  only  in  the  other  7-21  stratum  while  it  appears  to 
have  increased  such  expenses  for  whites  regardless  of  age.  The 
unit  service  cost  for  other  services  was  somewhat   (12  percent) 
higher  for  screened  than  for  unscreened  eligibles. 

Analys is 

Other  service  units  expenditures  are  difficult  to  analyze  - 
because  the  units  of  account  are  very  heterogeneous.     All  that 
can  be  said  with  any  confidence  is  that  service  content   (as  reflected 
in  unit  price)   is  only  modestly  different  for  screened  and  unscreened 
persons  after  account  is  taken  of  the  influence  of  service  unit 
heterogeniety  on  these  findings  and  that  the  expenditure  and 
utilization  findings  closely  parallel  one  another. 


Those  findings  suggest  that  the  kinds  of  infrequently  used 
prosthetic  devices,  tests   (e.g.,   lab  and  psychological)  and 
other  services   (e.g.,  ambulance,  nursing  home,  podiotrist)  included 


here  are  deemphasized  among  those  with  screening  and  we  are  at  a 


loss  to  explain  why  this  should  be  the  case. 

Medicaid  Medical  Service  Expenditures  in  State  2 

Medicaid  medical  service  expenditures   (exclusive  of  screening 
reimbursements)   for  the  sample  population  in  State  2  are  shown  in 
Table  3.4  by  age/race  stratum,   screening  status,  and  medical 
service  category.     Average  expenditures  for  members  of  the  sample 
population  are  shown  in  Table  3.3.     As  total  expenditures  will 
differ  between  screened  and  unscreened  members  of  the  sample  pop- 
ulation exactly  as  utilization  differs  between  these  groups 
Inlless  unit  service  costs  are  different  for  screened  and  unscreened 
eligibles),  we  have  also  prepared  Table  3.6.     This  table  shows  the 
percentage  differences  in  utilization,  expenditure,  and  cost  per 
unit  of  service  between  screened  and  unscreened  eilgibles  for  the 
whole  sample. 
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The  discussion  of  expenditures  is  organized  into  separate  pre- 
sentations of  findings  and  analyses  of  findings  for  each  of  four 
groups  of  services.     These  groups  are  general  medical  outpatient 
services  which  includes  physician  office  visits,  prescriptions,  out- 
patient hospital  visits,  clinic  visits  and  emergency  physician 
visits;   inpatient  related  services  including  hospital  inpatient 
days  and  physician  other  visits;  dental  and  optical  services;  and 
other  service  units. 

General  Medical  Outpatient  Services  -  Findings 

Aggregate  and  per  capita  expenditures  for  general  medical 
outpatient  services  were  3  percent  less  for  screened  than  for 
unscreened  eligibles.     The  other  race  group  deviated  from  the 
general  pattern  in  that  expenditures  were  higher   (by  11  percent) 
for  screened  than  for  unscreened  members  of  the  other  7-21  stratum 
and  sharply  lower  (24  percent)  for  screened  than  for  unscreened 
members  of  the  otner  0-6  stratum.     Expenditures  per  visit:  (^prescrip- 
tions excluded)  were  6  percent   ($1.11)  higher  for  screened  than  for 
unscreened  members  of  the  sample  though  cost  per  unit  of  service 
rose  much  more  sharply  than  this  in  the  wake  of  screening  for  the 
infrequently  used  clinic  and  emergency  visits   (37  percent  and  15 
percent  higher  unit  costs  respectively  after  screening) . 

Analys  is 

The  cost  findings  follow  the  pattern  of  the  utilization  find- 
ings very  closely  as  there  is  little  difference  in  the  unit  cost 
of  service  between  screened  and  unscreened  groups .     What  difference 
in  the  unit  costs  partly  reflects  the  relatively  heavy  emphasis 
of  screened  persons  on  the  use  of  clinic  services  which  had  a  unit 
cost  of  $33.92  for  screened  persons  as  compared  with  the  $13.13 
unit  cost  of  physician  office  visits  for  those  people.     The  remain- 
der of  the  unit  cost  difference  may  be  due  to  a  slightly  greater 
intensity  of  service  for  screened  than  for  unscreened  eligibles  in 
the  sample,  but  it  can  equally  well  be  due  to  the  sampling  varia- 
bility of  estimated  costs  and  utilization. 
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The  findings  in  the  separate  strata  with  respect  to  expenditures 
reflect  differences  in  the  utilization  and  cost/unit  effects  of 
EPSDT  at  this  micro- analytic  level.     We  have  no  basis  upon  which 
to  determine  the  cause  of  these  differences,  but  it  is  worth  noting 
that  the  sharply  lower  expenses  of  others  ages  0-6  after  screening 
are  more  closely  related  to  differences  in  the  EPSDT  impact  on 
sharply  reducing  cost  per  unit  of  service  for  this  group  than  they 
are  to  the  utilization  impact  of  the  program.     The  expenditure  in- 
crease in  the  other  7-21  group  after  screening  is  also  closely  tied 
to  apparent  EPSDT  impacts  on  the  unit  cost  of  service,  but  in  this 
stratum,  unlike  the  case  in  the  other  0-6  stratum,  EPSDT  appears  to 
have  sharply  raised  the  unit  cost  of  service. 

Inpatient  and  Related  Services   -  Findings 

The  total  expenditure  for  hospital  inpatient  days  and  physician 
other  visits  was  54  percent  less  for  screened  than  for  unscreened 
eligibles  in  State  2.     Hospital  costs  taken  separately  declined  by 
58  percent  and  physician  other  visit  costs  declined  by  25  percent 
as  a  result  of  EPSDT  screening.     Cost  per  unit  of  service  for 
both  components  of  total  hospitalization  expenses  were  much  the 
same  for  the  screened  and  unscreened  groups.     The  $138.61  total 
cost  of  these  services  per  patient  day  for  screened  eligibles  was 
almost  identical  to  the  $136.02  cost  per  patient  day  for  unscreened 
eligibles . 

A  stratum  by  stratum  review  of  the  data  reveals  only  one  major 
pattern  breaking  phenomenon,*  a  very  high  cost  of  service  for  un- 
screened non-whites  and  for  screened  non-whites  ages  7-21.  Total 

n 

The  physician  other  visit  results  on  whites,  ages  7-21,  are  also 
unusual,  but  they  may  be  due  to  one  or  two  patients  with  extra- 
ordinarily complex  surgical  requirements  or  to  a  chance  concen- 
tration of  non-hospital  other  visits  in  this  stratum  and  not  be 
part  of  a  pattern. 
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hospital -related  expenditures  for  screened  non-whites,   ages  0-6, 
were  31  percent  less  than  those  for  the  controls,  while  in  the 
non-white  7-21  stratum,  screened  eligibles  incurred  costs  82  per- 
cent below  those  of  the  controls.     Total  cost  per  day  in  each  of 
those  groups  was  in  a  range  of  $140.93  to  $147.98  except  in  the 
case  of  screened  .non-whites ,  ages  7-21,  where  per  diem  costs  were 
$173.05 

Analys  is 

The  pattern  of  expenditure  findings  follows  that  of  the 
utilization  findings  very  closely  in  this  group  of  services.  One 
can  do  no  more  than  reiterate  the  conclusion  that  EPSDT  strongly 
shifted  the  emphasis  from  inpatient  to  outpatient  care  in  State  2. 
However,  the  expenditure  findings,  which  appear  to  reflect  a 
slightly  greater  degree  of  service  intensity  for  screened  than  for 
unscreened  eligibles  in  outpatient  settings,  make  this  point  even 
more  strongly  than  do  the  utilization  findings.     One  last  point  of 
interest  here  is  that  these  results  show  that  the  total  cost  of 
hospital  service  per  patient  day  is  no  greater  in  the  urban  State  2 
than  in  the  rural  State  1,  even  though  the  hospital  expense  per 
patient  day  itself  is  higher  in  the  more  urban  state.     This  is 
because  more  complementary  other  physician  services  are  used  for 
each  patient  day  of  care  in  State  1  than  in  State  2. 

Dental  and  Optical  Services  -  Findings 

Expenditures  for  dental  procedures  were  19  percent  higher  and 
expenditures  for  optical  visits  were  35  percent  higher  for  screened 
than  for  unscreened  eligibles  in  the  sample.     Cost  per  dental  pro- 
cedure and  optical  visit  was  slightly  higher   (eight  percent  and 
four  percent)   among  screened  than  among  unscreened  eligibles. 

Analys  is 

The  pattern  of  these  findings  repeats  those  of  the  utilization 
findings  almost  identically.     It  suffices  to  note  here  that  EPSDT 
does  not  appear  to  induce  any  substantial  change  in  the  quality  or 

47 


intensity  (as  measured  by  unit  cost)  of  services  asked,  but  merely 
seems  to  induce  an  increase  in  the  volume  of  services  used.  Expen- 
ditures and  utilization  were  particularly  high,  and  strongly  aug- 
mented by  EPSDT,   in  the  older  age  groups. 

Other  Service  Units  -  Findings 

Expenditures  for  other  service  units  were  22  percent  higher 
in  the  screened  than  in  the  unscreened  group  while  the  cost  per 
unit  of  service  was  virtually  identical  in  these  two  groups. 

Analysis 

The  lack  of  any  meaningful  difference  in  the  unit  cost  of  other 
services  between  the  screened  and  unscreened  groups  implies  that 
the  other  services  procured  by  each  group  were  similar.     The  analy- 
sis here  can  therefore  not  extend  beyond  that  provided  in  Section 
II.     As  indicated  there,  higher  utilization  of  (and  expenditures 
for)  other  services  among  those  with  screening  may  reflect  an 
EPSDT  inducement  to  use  prostheses  and  unusual  diagnostic  or 
treatment  services.     As  the  evidence  in  State  1,  though  divertly 
and  powerfully  contradicts  that  in  State  2,  it  is  probably  best  to 
withhold  speculation  on  the  causes  of  a  relatively  high  other 
service  use  among  the  screened  in  State  2  until  additional  studies 
have  been  completed  which  probe  this  question  in  depth. 

Comparison  of  State  1  and  State  2  Expenditure  Findings 

The  general  patterns  of  the  expenditure  findings  in  the  two 
States  are  similar  as  a  comparison  of  Tables(^3^7j and  3.6  illustrates, 
In  reviewing  the  contents  of  these  tables  it  is  apparent  that  EPSDT 
leads  to  declines  in  the  utilization  and  cost  of  pharmaceuticals, 
and  hospital  days  in  both  States  and  to  increases  in  dental  pro- 
cedures and  costs,  clinic  visits  and  costs  and  optical  service 
visits  and  costs  in  both  States.     Further  the  analysis  has  shown 
that  though  outpatient  costs  increase  in  one  State*  and  falls  in 


'Utilization  decreases 
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the  other  in  the  aftermath  of  screening,  in  both  States  there  is 
a  shift  from  inpatient  to  outpatient  care.     In  State  1,  where  out- 
patient costs  rise  moderately,  there  is  a  moderate  decline  in  in- 
patient costs  after  screening;  while  in  State  2,  outpatient  costs 
fall  moderately  and  inpatient  costs  fall  sharply  after  screening. 
Further,   in  both  States  we  note  a  tendency  for  EPSDT  to  increase 
both  the  utilization  and  cost  of  physician  other  visits  (largely 
hospital  visits)  per  inpatient  hospital  day. 

The  only  real  conflicts  between  the  expenditure  findings  in 
the  two  States  occur  in  the  hospital  outpatient  visit,  physician 
emergency  visit,  and  other  service  unit  expenditure  categories. 
In  each  case  the  root  of  the  difference  in  expenditure  findings 
lies  in  differences  in  utilization  findings  rather  than  in  inter- 
state differences  in  the  impact  of  EPSDT  on  the  unit  cost  of  service. 

The  hospital  outpatient  visit  conflict  is  readily  explained 
by  the  difference  between  the  institutional  structures  of  screening 
in  the  presence  of  public  clinics  and  these  clinics  can  be  expected 
to  potentially  make  diagnosis  and  service  referrals  to  other  insti- 
tutions such  as  hospitals.     In  State  2  screening  is  most  often  done 
by  private  practitioners  who  would  not  be  expected  to  have  a 
bias  toward  referring  patients  to  institutional  care  settings. 

The  conflicts  in  emergency  visit  and  other  service  unit  expen- 
diture findings  are  more  readily  explained  than  are  the  underlying 
conflicts  in  utilization  findings.     We  must  await  the  findings  of 
further  research  to  explain  these  results. 

One  general  observation  is  in  order  on  the  differences  between 
the  findings  in  the  two  States.     This  is  that  cost  per  unit  of 
service  explain  very  little  if  any  of  the  large  differences  in 
expenditure  levels  between  the  States   ($39.52  higher  expenditures 
in  State  2  than  in  State  1  per  screened  eligibles  and  $109.50  more 
in  expenditures  per  unscreened  eligibles  in  State  2  than  in  State  1) . 
Utilization  differences  account  for  the  bulk  of  the  expenditure 
differences . 
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The  fact  that  the  impact  of  EPSDT  is  medical  service  cost 
increasing  in  State  1  and  medical  service  cost  decreasing  in  State 
2  is  not  very  surprising.     EPSDT  can  reduce  costs  by  reducing  the 
need  for  service  use  and  by  shifting  service  use  to  less  costly 
settings.     EPSDT,  however,  also  tends  to  increase  service  use  and 
costs  in  certain  medical  service  categories  because  it  stimulates 
concern  about  and  attention  to  neglected  and  chronic  health  im- 
pairments.    In  an  area  where  utilization  and  costs  are  normally 
high,   like  State  2,  the  balance  of  forces  can  be  expected  to  lead 
to  cost  savings.     In  a  State  like  State  1,  with  very  low  utilization 
at  the  outset,  there  is  likely  to  be  very  little  unnecessary  care 
being  given  and,  by  comparison,  a  large  volume  of  unmet  need  to 
be  discovered  and  served. 
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SECTION  IV:  IMPACT  OF  EPSDT  ON  LOCAL 
ADMINISTRATIVE  AND  OPERATIONAL  COSTS 


Costs  of  administration  and  operation  of  the  EPSDT  pro- 
gram were  incurred  at  the   local  as  well  as  the  state 
level.     Since   local  providers  were  reimbursed  for  these 
activities  by  the  State's  Medicaid  program,   it  could 
have  been  assumed  that  local  costs  were  adequately  rep- 
resented by  the  screening  reimbursement  rate.  However, 
to  determine  the  accuracy  of  reimbursement  to   local  screen- 
ing providers  as  a  measure  of  local  site  costs,   we  assessed 
case  finding 3   screening ,   case  f  ollou-up ,   and  administration 
costs  at  two   local  sites  in  each  participating  state  (four 
sites  in  all).     Therefore,    local  administrative  and  opera- 
tional costs  were  defined  as  those  costs  ac tua lly  incurred 
by  the  local  EPSDT  provider  and  the   local  social  service 
agency  in  providing  EPSDT  services  -  not  the  Medicaid  reim- 
bursement rate  for  screening  or  other  related  services. 

It  was  found  that  the  cost  per  screening  exceeded  the 
Medicaid  reimbursement  rate  at  all  four  local  sites. 
Local  costs  were  $43.84  at  one  site  and  $142.14  per 
screening  at  the  other  site  in  State  1  where  Medicaid 
reimbursed  local  providers  $12.00.     In  State  23  cost 
per  screening  was  $186.83  per  screening  at  one  size 
and  $342.25  at  the  other  site,   whereas  average  reim- 
bursement from  Medicaid  was  $23.00  per  screening . 

Screening  providers  incurred  costs  primarily  in  the 
areas  of  screening   (at  least  50%  of  total  provider 
costs  for  each  of  the  providers )  and  administration/ 
overhead,   while  social  service  agencies  had  all  of 
their  costs  tied  up  in  case  finding  and  case  follow-up 
activities .     The  screening  providers  accounted  for  at 
least  59  percent  of  all   local  costs  at  two  of  the  four 
local  sites.     Social  service  agencies  accounted  for  the 
bulk  of  costs  at  the  other  two  sites. 
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EPSDT  activity  costs    (case  finding  3    screening,    case  follow- 
up  3   and  administration )  varied  considerably  among  providers 
and  to  some  extent  among  local  social  service  agencies . 
Although  a  definite  explanation  for  the  cost  variations  in 
screening  or  in  the  other  activities  was  not  obvious,  it 
appeared  that  the  providers  and  ag  encies  that  had  high 
unit  costs  chose  to  have  relatively   large  staffs  or  staffs 
with  higher  skill   levels  than  those  with  more  moderate 
costs. 

Using  provider  cost  data  available  from  another  State  as 
a  comparison,   only  two  of  the  four  providers  we  visited 
had  costs  comparable  to   the  low  costs  of  local  provider s 
in  the  comparison  State.      Consequently  3   g  eneralization  of 
the  observed  cost  data  to  other  States  and  other  sizes  in 
States   1  and  2  should  be  done  with  caution. 

Findings 

Local  EPSDT  activities  were  shared  by  at  least  two  providers 
of  services:     screening  providers   (physicians,  health  departments, 
etc.)   and  social  services  providers.     Screening  providers  incurred 
costs  primarily  for  administration/ overhead  and  screening,  while 
social  services  agencies  bore  chief  responsibility  for  case  find- 
ing and  case  follow-up.     In  assessing  local  activities  through  in- 
terviews, we  found  that  EPSDT  was  not  a  separate  line  item  in  most 
budgets.     Therefore,  a  portion  of  the  agency's  or  provider's  costs 
were  allocated  to  EPSDT.     As  at  the  state  level,   allocations  were 
performed  on  the  basis  of  direct  labor  hours  spent  in  EPSDT  acti- 
vities as  a  percentage  of  all  direct  labor  hours.     These  figures 
were  determined  and  agreed  upon  by  Applied  Management  Sciences' 

staff  and  the  administrator  or  business  manager  of  each  local 

provider . 

Since  screening  providers  and  social  service  agencies  billed 
Medicaid  separately  for  their  services,  data  obtained  from  the  two 
sources  are  presented  separately  in  Tables  4.1  and  4.2  below.  Com- 
bined data  for  each  local  site  as  a  unit  are  presented  in  Table  4.5. 
While  the  majority  of  effort  for  case  finding  and  monitoring  (follow- 
up)  was  performed  by  social  service  providers  these  activities  were 
also  undertaken  by  the  screening  providers.     Cost  allocation  was 
made  to  those  activities  on  a  percentage  of  total  hours  basis. 
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In  looking  at  Table  4.1,  we  see  that  only  two  screening  pro- 
viders  incurred  costs  for  case  finding.     Site  1  had  a  case  finding 
cost  per  screened  eligible  of  $2.31.     Site  4  had  a  case  finding  cost  of 
$7.73.     All  four  sites  incurred  costs  for  screening.     The  aver- 
age screening  cost  per  screened  eligible  was  $33.07  with  a  range 
of  $127.76.     Two  sites  were  involved  in  case  follow-up  activities. 
Case  follow-up  costs  per  screened  eligible  were  $7.23,  and  $7.73 
respectively  for  Site  1  and  Site  4.     Each  site  provided  administra- 
tive services.     The  average  administration  cost  per  screened  elig- 
ible was  $12.32  with  a  range  of  $39.61.     The  average  total  cost 
per  screened  eligible  for  providers  was  $52.13  with  a  range  of 
$173.29. 

In  Table  4.2,  the  cost  of  case  finding  and  case  follow-up 
is  displayed  for  local  service  agencies.     Local  social  service 
agencies  did  not  incurr  costs  for  screening  or  program  adminis- 
tration to  our  knowledge.     Administrative  costs  of  a  type  usual 
to  operating  a  social  service  agency  were  allocated  to  either 
case  finding  or  case  follow-up  when  accurate  estimates  were  avail- 
able.    The  average  cost  of  case  finding  was   $54.14.     The  average 
cost  of  case  follow-up  was  $43.83.     The  average  total  cost  per 
screened  eligible  was  $97.97  with  a  range  of  $135.12.     One  site, 
Site  2,  conducted  both  casefinding  and  case  follow-up  at  a  sub- 
stantially lower  cost  per  screened  eligible  than  any  of  the  other 
local  agencies. 

The  combined  costs  of  provider  and  local  social  service 
agency  activities  are  shown  in  Table  4.3.     The  average  cost 
per  screened  eligible  for  local  administration  and  operation 
of  the  program  at  the  four  sites  was  $150.10.     The  range  was 
$298.14  with  a  low  of  $43.84  and  a  high  of  $342.25. 

Looking  at  each  of  the  four  subcategories  or  activities 
making  up  local  cost  impact  -  case  finding,  screening,  follow- 
up,   and  administration  -  the  highest  subcategory  cost  per  screened 
eligible  was  found  at  Site  4,   $155.05,  for  screening.     The  lowest 
subcategory  cost  was  at  Site  2,   $5.58,   for  case  follow-up.  The 
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TABLE  4.1:      EPSDT  COSTS  PER  SCREENING  FOR  FOUR  LOCAL 
SCREENING  PROVIDERS  IN  TWO  STATES 


Location 

Activity 

State  1 

State  2 

Site  1 

Site  2 

Site  5 

Site  4 

Case  Finding 
Screening 
Case  Follow-up 
Administration 

Total  Cost  Per  Screening 

$         2  31 
$  11.29 
$  7.23 
$  3.92 

$         0  00 
$  22.66 
$  0.00 
$  12.09 

$         0  00 
$  34.42 
$  0.00 
$  15.20 

$         7  73 
$  139.05 
$  7.73 
$  43.53 

$  24.75 

$  34.75 

$  49.62 

$  198.04 

Number  of  screenings 

Total  Local  Provider 
Costs 

1,307 
$32,348.25 

610 
$21,197.50 

353 
$17,515.86 

324 
$64,164.96 
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TABLE  4.2:     EPSDT  COSTS  PER  SCREENING  FOR  SOCIAL  SERVICE 
AGENCIES  IN  FOUR  LOCATIONS  IN  TWO  STATES 


^"•^^^  Location 
Activity  ^^^^v^ 

State  1 

State  2 

Site  1 

Site  l-1 

Site  3-/ 

Site  4-/ 

Case  Finding 
Case  Follow-up 

Total  per 
screening 

$  68.48 
$  48.91 

$  117.39 

%  5.51 
$         3. 58 

$  9.09 

$  68.61 
$  68.60 

$  137.21 

$  72.11 
%  72.10 

$  144.21 

Number  of 
screenings 

Total  Local 
Social  Service 
Costs 

1,307 
$153,428. 73 

610 
$5,544. 90 

353 
$48,435.13 

324 
$46,724. 04 

—Cost  of  equipment,  supplies,  and  facilities  were  not  available. 
Cost  shown  represents  only  personnel  costs  and  fringe  benefits 
(10%  in  State  1,  191  in  State  2.) 

—Social  services  focusing. on  EPSDT  had  just  begun.     Cost  of 
equipment,   supplies,  and  facilities  were  not  available. 
Division  of  personnel  time  between  Case  Finding  and  Case 
Follow-up  was  not  available;   estimate  was  based  on  Site  5's 
experience . 
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TABLE  4.3:     EPSDT  COSTS  PER  SCREENING  INCURRED  BY  LOCAL 

PROVIDERS  AND  SOCIAL  SERVICE  AGENCIES  COMBINED 


Location 
Activity  ^ 

State  1 

State  2 

Site  1        Site  2 

Site  3 

Site  4 

Case  Finding 
Screening 
Case  Follow-up 
Administration 

Total  Per  Screening 
Cost 

$  70.79 
$  11.29 
$  56.14 
$     3. 92 

$  5.51 
$22.66 
$  3.58 
$12.09 

$  68.61 
$  34.42 
$  68.60 
$  15.20 

$  79.84 
$139.05 
$  79.83 
$  43.53 

$142. 14 

$43.84 

$186.83 

$342 .25 

Total  Local 
Provider  Costs 

Number  of  Screening 

185,776.98 
1,307 

26,742.40 
610 

65,950.99 
353 

110,889. 00 
324 
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average  cost  across  the  four  sites  for  each  subcategory  was  as 
follows:     case  finding  -  S56.29,  screening  -  S33.07,  case  follow- 
up  -  S48.45,  and  administration  -  $12.32. 

Analy s  is 

Local  provider  costs  varied  considerably.     In  State  1  where 
the  cost  variation  was  somewhat  smaller  than  that  found  in  State  2, 
the  total  cost  per  screened  eligible  at  Site  1  was  S19.00  (291)  less 
than  that  at  Site  2  even  though  Site  2  incurred  no  costs  for  case 
finding  or  case  follow-up.     As  might  be  expected,   screening  and 
administration  costs  at  Site  2  were  higher  than  at  Site  1. 

Site  2  had  a  higher  total  cost  per  screened  eligible  than 
Site  1  because  the  screening  volume  at  Site  2  was  only  47  percent 
of  the  volume  at  Site  1.     Consequently,  fixed  costs  at  Site  2, 
while  lower  than  Site  1,  were  distributed  over  far  fewer  screen- 
ing examinations  with  a  resultant  higher  total  cost  per  screened 
eligible.     Case  finding  and  case  follow-up  efforts  were  confined 
to  Site  1.     The  lack  of  case  finding  and  case  follow-up  activity 
for  Site  2  is  somewhat  surprising  since  local  social  service 
agency  costs  at  Site  2  for  these  activities  were  the  lowest  among 
the  four  local  social  service  agencies . 

In  State  2,  provider  costs  were  higher  than  those  in 
State  1  on  a  per  screened  eligible  basis,   and  the  difference  be- 
tween sites  was  greater.     Costs  at  Site  4  exceed  those  at  Site  5 
(as  well  as  those  at  Site  1  and  Site  2)   for  all  four  activities. 
The  largest  absolute  difference  was  for  screening   (104.65).  This 
difference  in  screening  cost  was  not  due  to  volume  or  staff  com- 
position,  since  Sites  3  and  4  were  nearly  identical  in  screening 
volume  and  staff  composition.     The  principal  reason  for  the  differ- 
ence in  cost  per  screened  eligible  was  the  difference  in  scheduling 
appointments  and  in  the  allocation  of  personnel.     Site  4  used  a 
block  scheduling  system  with  the  subsequent  allocation  of  all 
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staff  to  EPSDT  during  those  "blocks"  or  time  periods.     Site  3 
fitted  EPSDT  eligibles  into  their  client  load  when  appropriate, 
utilizing  only  that  staff  time  required  to  process  an  eligible 
through  EPSDT.     It  is  true  that  Site  3  did  not  incur  case  finding 
or  case  follow-up  costs,  but  it  is  felt  that  costs  for  these 
activities  would  have  added  only  $10  to  $15  to  Site  3's  total 
cost  per  screened  eligible. 

The  other  activity  where  a  large  absolute  difference 
existed  was  in  administrative  cost  per  screened  eligible.  Adminis- 
trative costs  at  Site  4  exceeded  those  at  Site  3  by  $28.33  per 
screening  examination.     This  higher  administrative  cost  per  screen- 
ing was  probably  attributable  to  the  larger  administrative  staff 
at  Site  4   (15   employees  spent  some  part  of  their  time  on  EPSDT 
program  administration  at  Site  4  as  compared  with  eight  at 
Site  3). 

The  relationship  between  volume  and  unit  cost  is  particularly 
well  illustrated  in  the  variations  in  total  cost  per  screened  eli- 
gible for  providers  and  agencies.     Referring  again  to  Table  4.1, 
if  Sites  3  and  4  in  State  2  had  been  able  to  rise  to  Site  2's 
level  of  610  screens  per  year*,  cost  per  screening  would  have 
decreased  from  $49.62  to  $28.71  at  Site  3  and  from  $198.04  to 
$105.19  at  Site  4.     Increasing  volume  to  1,307*,  as  Site  1  had 
accomplished,  would  have  reduced  costs  per  screened  eligible  at 
Site  2,   3,  and  4  to  $16.22,   $13.40,   and  $49.09,  respectively.  Per 
screened  eligible  costs  at  social  service  agencies  would  have  been 
reduced  from  $9.09,   $131.21  and  $144.21  to  $4.24,   $37.06,  and  $35.95 
respectively  with  a  screening  volume  of  1,307  per  year. 

Taking  the  above  analysis  one  step  further,   total  local  pro- 
vider and  social  service  costs  on  a  per  screened  eligible  basis 
would  have  decreased  significantly  if  1,307  eligibles  had  been 
screened  at  each  site.     The  average  total  cost  per  screening  would 
have  decreased  from  $150.10  to  $74.48. 

^Without  adding  staff  or  equipment. 
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For  purposes  of  comparison,   cost  data  were  also  obtained  for 
local  screening  providers  from  a  third  State  (Table  4.4).     In  the 
comparison  State,  approximately  23,420  screenings  were  performed 
in  1975  at  a  total  local  provider  cost  of  $528,823.     The  State 

operates  a  detailed  and  comprehensive  cost  collection  and  alloca- 
tion system  for  local  screening  providers,  providing  managerial 
and  policy  data  of  high  quality.     These  data  include  only  costs 
incurred  by  local  screening  providers,  not  social  service  agencies. 
The  data  are  cost  data,  not  reimbursement  data.     Thus,   the  data 
are  comparable  to  the  data  from  the  local  providers  in  our  two 
study  States   (Table  4.1).     Table  4.4  is  somewhat  different  from 
Table  4.1  though  in  that  it  shows  the  average,  low,  and  high 
ranges  for  each  of  the  four  EPSDT  activities  irrespective  of 
total  cost  per  screened  eligible. 

The  average  total  cost  per  screened  eligible  incurred  by 
providers  in  the  comparison  State  was  less  than  the  total  cost 
of  any  of  the  four  providers  in  the  study  States.     However,  total 
cost  per  screened  eligible  for  Site  1  was  similar  to  the  average 
value  found  in  the  comparison  State.     The  individual  EPSDT  activ- 
ity costs   (average)  of  the  comparison  State  were  also  lower  than 
their  counterparts  in  States  1  and  2,  except  for  Site  1. 

The  low  cost  range  providers  in  the  comparison  State  in- 
curred considerably  less  program  costs  than  the  four  providers 
in  the  two  study  States,  both  by  individual  EPSDT  activity  and 
total.     Those  providers  in  the  high  cost  range  generally  also 
had  lower  costs  than  the  four  providers  in  the  study  States. 
The  only  exception  was  the  cost  of  case  finding  and  case  follow- 
up  for  the  high  cost  range  group.     The  costs  for  these  two 
activities  in  the  high  range  group  exceeded  those  incurred  by 
the  four  providers  in  this  study. 
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TABLE  4.4     RANGE  OF  LOCAL  EPSDT  COSTS  PER  SCREENED  ELIGIBLE  FOR  CASE 
FINDING,   SCREENING,   CASE  FOLLOW-UP,  AND  ADMINISTRATION 
IN  STATE  *3   (Does  not  include  local  Social  Service 
Agency  costs) 


Range 

Art i  vH  t"V 

Meani/ 

State  o 
Lowl/ 

Highi-7 

Case  Finding 

$  2.26 

$  .28 

S16.56 

Screening 

$14.66 

S7.49 

$20.11 

Case  Follow-up 

$  4.02 

$  .62 

$19.25 

Administration 

%  1.65 

$  .62 

$  8.99 

Total  Cost  Per  Screening 

$22.57 

$9.01 

$64.91 

—  Costs  for  all  four  activities  were  not  observed  for  the  same  local  screening 
provider;  the  statewide  range  is  presented  separately  for  each  activity. 
Therefore,  totals  for  all  four  activities  do  not  indicate  the  cost  experience 
of  any  single  provider. 
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screening  and  administrative  costs  of  the  four  providers  exceeded 
the  costs  found  in  the  comparison  State's  high  range. 

Several  possible  explanations  exist  for  provider  cost 
differences  among  the  three  states: 

®        The  eligible  populations  may  differ  in  health  related 
characteristics  such  as  age  distribution,  economic 
status,  urban  city,  concentration,  and  other  socio- 
economic and  demographic  factors. 

®        Each  state  operates  its  Medicaid  program  in  a  unique 

manner  suited  to  its  own  need;     this  uniqueness  extends 
to  EPSDT  as  well.     As  a  result  of  this  uniqueness, 
such  things  as  eligibility  criteria  may  differ  between 
states  and  may  cause  persons  with  different  health 
care  needs  to  become  eligible  for  EPSDT  in  different 
states . 

9        Availability  and  accessibility  of  services  as  well  as 
factor  prices   (labor,  supplies,  and  equipment  used  in 
screening)  may  differ  from  place  to  place  and  contri- 
bute to  cost  differences.     It  was  not  possible  to 
assess  the  relative  importance  of  each  (potential) 
casual  factor  in  interstate  local  cost  differences. 

o        The  providers  examined  in  States  1  and  2  were  probably 
atypical  of  providers  in  those  states.     The  difference 
between  £he  providers  visited  during  the  study  and  a 
State's  provider  group  as  a  whole  would  be  most  signi- 
ficant in  State  2.     The  primary  provider  type  in 
State  2  was  the  private  physician.     However,  the  two 
providers  visited  in  State  2  were  basically  clinics. 

The  cost  differences  among  social  service  agencies  providing 
EPSDT  services  was  less  than  that  found  among  providers.     The  total 
EPSDT  cost  for  three  of  the  four  social  service  agencies  was  between 
$115  and  $145  per  screened  eligible.     However,  Site  2  in  State  1  had 
an  extremely  low  cost  per  screened  eligibile  of  $9.09.     The  reason 
for  the  low  cost  at  Site  2  was  basically  one  of  staffing.     The  social 
service  agency  at  Site  2  had  no  full-time  personnel  working  on  the 
EPSDT  program.     In  contrast,   the  other  three  social  service  agencies 
had  a  minimum  of  four  full-time  EPSDT  staff. 
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SECTION  V:     IMPACT  OF  EPSDT  ON 
STATE  ADMINISTRATIVE  COSTS 


State  administrative  costs  were  defined  as  those  costs 
borne  by  the  responsible  State  agency  (s)  in  administer- 
ing and  operating  the  program 3   excluding  any   local  agency 
costs . 

The  finding s  indicate  that  the  EPSDT  Program  increased  State 
administrative  costs  $102^386  in  State   1  and  $218 3  455  in 
State  2. 

The  analysis  of  the  findings  shows   (1)   that  the  impact  of 
the  EPSDT  Program  on  State  administrative  costs  in  each  of 
the  two  States  was  very  small  in  comparison  to   local  site 
EPSDT  costSj    (2)   that  the  differences  between  the  two  States 
in  administrative  cost  per  screened  eligible  was  substantial 
and  (3)   that  the  majority    (95%)  of  State  administrative  costs 
for  both  States  consisted  of  labor  and  overhead. 

Findings 

The  EPSDT  Program  increased  State  agency  administrative  costs 
in  both  States.     The  EPSDT  Program  caused  an  increase  in  State  1 
of  $102,386.     EPSDT  had  a  substantially  higher  impact  in  State  2. 
The  cost  of  administering  EPSDT  at  the  State  level  in  State  2  was 
$218,455.     On  a  per  screened  eligible  basis,  EPSDT  State  administra- 
tive costs  were  $2.99  in  State  1  and  $5.19  in  State  2   (see  Table  5.1). 

Analysis 

In  comparing  State  administrative  costs  and  local  site  costs, 
it  is  evident  that  the  EPSDT  Program  has  much  less  impact  on  State 
administrative  costs  than  on  local  site  costs   (see  Table  5.2).  State 
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administrative  costs  in  State  1,   Site  1,   accounted  for  2  percent 
of  EPSDT  Costs   (State  and  local  combined)  while  in  Site  2  they 
accounted  for  7  percent.     In  State  2,   Site  3,   State  administrative 
costs  were  3  percent  of  State  and  local  EPSDT  costs  and  2  percent  of 
State  and  local  EPSDT  costs  at  Site  4.     From  this  information,  we 
concluded  State  administrative  costs  per  screening  should  not  ex- 
ceed 10  percent  of  local  site  costs. 

The  difference  in  State  administrative  cost  per  screened 
eligible  for  the  two  States  was  much  greater  than  anticipated. 
State  administrative  costs  in  State  2  were  113  percent  higher  than 
those  in  State  1.     Most  of  the  cost  difference  was  a  result  of 
higher  personnel  and  overhead  costs.     We  feel  the  higher  personnel 
costs  in  State  2  were  the  result  of  two  factors.     State  2  had  more 
staff  associated  with  the  EPSDT  Program,   and  the  staff  members  were 
generally  at  higher  pay  levels.     The  reasons  for  the  larger  staff 
were  fourfold:     a  larger  screened  population  [23  percent  larger) 
a  much  larger  eligible  population  (166  percent  larger) ,  a  much 
larger  number  of  providers   (2000  plus  physician  providers  and 
three  times  as  many  public  providers) ,  and  the  operation  of  a  train- 
ing program.     The  reason  for  the  difference  in  pay  levels  was  prin- 
cipally a  matter  of  geographic  location.     State  2  is  located  in 
the  high  paying  northeast  while  State  1  is  a  southern  State  where 
salaries  are  generally  lower.     The  high  overhead  costs  in  State  2 
were  due  to  the  larger  and  more  extensive  staff  creating  a  larger 
fringer  benefit  burden,  a  higher  fringe  benefit  rate   (19%  versus 
10%),  and  a  more  expensive  data  processing  system  ($1.30  per  screened 
eligible  in  State  2  against  51.15  per  screened  eligible  in  State  1). 

Dividing  State  administrative  cost  totals   into  five 
sub-categories:     (1)   salaries,    (2)   overhead,    (3)  facilities, 
(4)   equipment,   and  (5)   supplies  showed  that  State  2  had  greater 
expenditures  than  State  1  in  all  sub  -  categories  except  supplies. 


TABLE  5.1:     STATE  ADMINISTRATIVE  COSTS  FOR  EPSDT  PER  SCREENED 
ELIGIBLE 


Location 

State  1 

State  2 

Personnel 
Overhead 

Data  processing 
Fringe  Benefits 
Travel 

$  50,976 
45,955 

5119,872 
88,403 

Facilities 

3,265 

5,966 

Equipment 

690 

3,067 

Supplies 

1 ,500 

1,147 

TOTAL 

$102,386 

3218,  4SS 

Screenings 

34, 192^ 

2/ 

42 ,120-' 

State  Cost  per 
Screened  Eligible 

S  2.99 

$  5.19 

1/ 

"01/01/75  - 

12/31/75 

2/ 

04/01/75  - 

03/31/76 

TABLE  5.2:     COST  IMPACT  OF  EPSDT  PER  SCREENED  ELIGIBLE 
(STATE  AND  LOCAL  SITE  COSTS  ONLY) 


COST/ACTIVITY 

STATE  1 

STATE  2 

CATEGORY 

Site  1 

'  Site  2 

Site  3 

Site  4 

STATE  COSTS 

$     2 . 99 

S  2.99 

$  5.19 

S     5. 19 

LOCAL  COSTS 

S142. 14 

$  43.84 

$186.83 

S342. 25 
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Salaries  and  overhead  accounted  for  95  percent  of  State  administra- 
tive costs  in  State  1  and  in  State  2.     Salaries  alone  were  50  per- 
cent of  State  administrative  costs  in  State  1  and  55  percent  in 
State  2.     In  State  1,  salary  costs  were  a  result  of  three  full  time 
equivalent  professional  personnel  (five  personnel  with  some  percen- 
tage of  their  time  devoted  to  the  EPSDT  program)  working  as  EPSDT 
staff  with  one  full-time  equivalent  secretary  (two  secretaries 
split  50  percent  EPSDT,   50  percent  other).     In  State  2,  salary 
costs  came  from  a  staff  of  eight  full  time  equivalent  professionals 
(12  personnel  with  some  percentage  of  time  devoted  to  the  EPSDT 
program)   and  1.55  full  time  equivalent  secretaries    (three  secre- 
taries split  45  percent  EPSDT,   55  percent  other).     Overhead  costs 
consisted  mainly  of  data  processing  costs.     In  State  1,  data  pro- 
cessing accounted  for  86  percent  of  overhead  and  40  percent  of 
total  administrative  costs.     Fringe  benefits  and  travel  made  up 
the  remaining  portion  of  overhead  costs  in  both  states. 
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SECTION  VI:     IMPACT  OF  EPSDT 
ON  TOTAL  MEDICAID  EXPENDITURES 


The  impact  of  the  EPSDT  program  on  a  State '  s  total  Medicaid 
expenditures  is  defined  as  the  difference  between  extrapo- 
lated EPSDT  Program  costs    ( screening j    case  finding case 
management}   and  administration  at  the   local  level,  orogram 
administration  at  the  Szaze   level,   and  Medicaid  services 
expenditures  for  the  screened  sample  population)  and  extra- 
polated medical  services  expenditures  for  the  non-screened 
population . 

It  was  found  that  the  EPSDT  program  increased  total  Medicaid 
expenditures  in  all  of  the  four  study  situations . 

The  analysis  of  the  findings  brought  out  several  additional 
points : 

0  The  cost  of  program  administration  at  the  State 
level  was  very  low  in  both  States.  It  played  a 
very  minor  role  in  affecting  the  overall  impact 
of  the  EPSDT  orogram  on  total  Medicaid  expendi- 
tures in  comparison  to   local  size  coszs. 

9         The  cost  of  orogram  operation  and  administration 
at  the  local   level  was  extremely  high.  local 
level  costs  significantly  increased  EPSDT  program 
costs  and  subsequently  total  Medicaid  expenditures . 

9         The  EPSDT  population  had  lower  expenditures  for 
medical  services   than  the  non-EPSDT  population 
in  State  2  but  not  in  State  1. 

9         In  State  13    the  increase  in  total  Medicaid 

expenditures  was  a  result  of  incurring  EPSDT 
costs  for  State  and  local   level  operations  and 
higher  medical  services  '  expenditures  for  the 
EPSDT  population  in  comparison  to   the  non-EPSDT 
population. . 

0         In  State  23    the  increase  in  total  Medicaid 
expenditures  was  a  result  of  incurring  very 
high  local  site  costs  which  offset  the  impact 
EPSDT  had  in  decreasing  costs  for  medical  ser- 
vices. 
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9         Breakeven  analysis  indicates  that  1)  increasing 
the  size  of  the  screened  population }    2)  reducing 
the   level  of  staze  and  local  costs3   and  3)  empha- 
sizing those  elements  in  the  EPSDT  program  that 
lead  to  a  decrease  in  unnecessary  or  costly  uti- 
lization of  medical  services  will  produce  a  cosz- 
effective  EPSDT  Program.     A  cost-effective  EPSDT 
Program  cannot  be  created  in  State  13   however s 
without  first  decreasing  the  utilization  and  sub- 
sequently expenditures  for  medical  services  by 
the  screened  population  in  comparison  to  the  un- 
screened population . 

Findings 

Table  6.1  presents  EPSDT  costs  per  screened  eligible  for 
each  of  the  cost  categories  by  State  and  by  each  of  the  four  local 
sites  visited.     Since  local  site  costs  varied  by  site  and  by  sub- 
category,  it  was  deemed  relevant  to  present  costs  by  site  as  well 
as  by  State. 

Table  6.2  presents  the  extrapolated  impact  of  EPSDT  on  the 
Medicaid  expenditures  for  a  period  of  one  year.     Cost  figures  are 
those  in  Table  6.1  multiplied  by  the  number  of  persons  screened 
in  the  relevant  state  during  the  months  of  March  197  5  through 
February  1976   [there  were  34,192  screenings  in  State  1,  and  42,120 
in  State  2).     The  extrapolated  impact  of  EPSDT  on  total  Medicaid 
costs   (EPSDT  costs  plus  medical  services  expenditures)  was  estimated 
twice  for  each  State.     The  two  estimates  resulted  from  extrapolat- 
ing two  sets  of  local  costs  to  the  State's  entire  screened  popula- 
tion.    The  figures  in  each  column  would  reflect  the  annual  incre- 
mental cost  of  EPSDT  to  the  State  if  all  persons  screened  in  the 
State  during  the  year  were  screened  at  a  local  provider  having  the 
same  costs  per  screened  eligible  as  the  site  represented  in  that 
column.     Using  State  1  as  an  example,   if  all  screening  sites  in  the 
State  had  costs  per  screened  eligible  equal  to  those  at  Site  1, 
the  total  cost  impact  of  EPSDT  would  have  been  to  add  approximately 
$5.35  million  to  the  Medicaid  budget.     On  the  other  hand,  if  all 
screening  sites  had  costs  per  screening  equal  to  those  at  Site  2, 
the  effect  would  have  only  been  to  add  approximately  SI. 98  million 
to  the  Medicaid  budget. 
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EPSDT  increased  State  administrative  costs  in  both  States 
but  the  increase  was  relatively  small  in  comparison  to  the  effect 
of  local  site  costs.     On  an  extrapolated  basis,  EPSDT  costs  at  the 
State  level  were  $102,234  in  State  1  and  $218,603  in  State  2.  The 
costs  were  primarily  fixed  costs.     Obviously,  it  is  impossible  to 
implement  and  operate  the  EPSDT  program  without  incurring  some 
costs  for  administration  and  operation  at  the  State  and  local  level. 
However  these  low  cost  levels  for  State  program  administration  do 
indicate  that  the  program  can  be  administered  at  low  cost  at  least 
at  a  volume  of  30,000  to  40,000  screenings  per  year. 

EPSDT  also  increased  local  administrative  and  operational 
costs  at  all  four  sites,  but  unlike  the  impact  at  the  State  level, 
the  impact  at  the  local  level  was  large.     The  average  extrapolated 
cost  for  operating  the  EPSDT  Program  locally  was  $7.16  million  with 
a  range  of  S12.92  million.     Looking  at  each  of  the  four  subcategories 
making  up  a  local  cost  impact,   the  average  for  case  finding  was 
$2.22  million,   for  screening  was  $2.12  million,   for  follow-up  was 
$2.1  million,   and  for  administration  was   $.77  million.     Putting  the 
lowest  subtotals  for  local  cost  together,  the  impact  of  EPSDT  on 
local  sites  would  have  been   S.83  million,   considerably  less  than 
the  average  impact  of  S7.16  million. 

Disregarding  EPSDT  operational  and  administrative  costs, 
the  cost  of  medical  services  was  apparently  increased  by  EPSDT 
in  State  1.     The  reverse  was  true  in  State  2.     The  cost  of  medical 
services  for  the  unscreened  population  State  2  far  exceeded  that 
of  the  screened  population.     The  increase  in  medical  service  cost 
per  screened  eligible  in  State  1  was  $11.37  or  on  an  extrapolated 
basis  S.39  million  for  the  State.     In  State  2,   EPSDT  decreased 
medical  services  expenditures  S58.61  per  screened  eligible  or  S2.47 
million  for  the  total  screened  population  in  that  State. 

Even  though  the  EPSDT  Program  did  decrease  medical  services 
expenditures  in  State  2,  all  four  study  observations  showed  an 
increase  in  total  Medicaid  costs.     The  average  Medicaid  expenditure 
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for  the  four  sites  was  $159.23  per  screened  eligible.     The  highest 
cost  per  screened  eligible  was  $288.83  in  State  2,   Site  4.  The 
lowest  cost  per  screened  eligible  was  $58.20  found  in  State  1, 
Site  2.     On  an  extrapolated  basis,   EPSDT  increased  total  Medicaid 
^expenditures  on  an  average  of  $6.28  million  with  the  highest  cost 
being  $12.16  million  at  Site  4  and  the  lowest  being  $1.99  million 
at  Site  2. 

Analysis 

The  difference  in  State  administrative  costs  between  State 
1  and  State  2  was  significant.     The  costs  in  State  2  were  114 
percent  higher  than  in  State  1.     The  difference  was  due  primarily 
to  the  number  and  type  of  personnel  involved  in  administration  of 
EPSDT  at  the  State  level.     In  State  2,  where  costs  were  higher, 
more  staff  were  associated  with  EPSDT  than  in  State  1,  and  the 
additional  staff  members  were  generally  at  higher  professional 
levels   (and  consequently,  pay  levels) . 

Differences  among  local  sites  in  total  cost  and  the  subcate- 
gories of  total  cost  were  greater  than  expected.     No  clustering 
for  either  totals  or  subcategories  was  evident.     Using  State  3 
provider  figures  for  comparison,  the  extrapolated  cost  at  the 
local  site  level  in  a  State  with  the  screening  volume  of  State  3 
would  probably  have  been  between  $1.1  million  and  $1.5  million 
rather  than  the  $7.16  million  average  found  for  the  four  sites  in 
this  study. 

The  impact  of  EPSDT  on  the  utilization  and  the  cost  of  medical 
services  for  the  screened  population  was  different  in  each  of  the 
two  States.     EPSDT  decreased  medical  service  cost  in  State  2  but 
increased  these  costs  in  State  1.     The  difference  was  largely  the 
result  of  differences  in  the  impact  on  service  utilization  in  each 
State.     Utilization  impacts  differed  both  in  services  impacted  and 
in  the  intensity  of  that  impact.     EPSDT  influences  on  cost  per 
unit  of  service  also  differed  between  the  States.  Utilization 
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differences  probably  resulted  from  a  variety  of  factors,  such  as 
the  urbanicity  of  the  population,  access  to  care,  health  status, 
habitual  patterns  of  health  care  utilization,  and  other  socioeco- 
nomic factors.     For  example,  the  income  standards  which  were  used 
to  qualify  persons  for  Aid  to  Families  with  Dependent  Children 
(AFDC)  and  therefore  Medicaid  (EPSDT  and  non-EPSDT  persons  in  our 
sample)  was  16  percent  higher  in  State  2  than  in  State  1.  The 
income  differences  between  eligibles  in  the  two  States  may  have 
been  related  to  differences  in  health  status,  causing  utilization 
of  different  services  and  amounts  of  services. 

The  EPSDT  Program  significantly  increased  total  Medicaid  ex- 
penditures in  both  States  and  all  four  sites.     As  previously  noted, 
State  costs  had  relatively  little  influence  in  determine  the  total 
cost  impact  of  the  EPSDT  Program.     Primarily,  EPSDT ' s  ability  to  de- 
crease Medicaid  costs  in  the  short  run  was  dependent  upon  incurring 
reasonable  local  costs  and  creating  large  decreases  in  expenditures 
for  medical  services.     When  these  two  factors  were  not  present  si- 
multaneously, EPSDT  did  not  decrease  total  Medicaid  expenditures. 
For  example,  Site  2  had  the  lowest  local  site  cost  of  the  four 
local  sites,  yet  it  did  not  reduce  total  Medicaid  costs  because 
EPSDT  increased  State  1  expenditures  for  medical  services.     On  the 
other  hand,  EPSDT  had  decreased  medical  services  expenditures  in 
State  2,  but  the  cost  of  operating  the  program  at  Site  3  and  4 
more  than  offset  that  decrease. 

Breakeven  Analysis 

It  would  have  surpassed  our  expectations  if  we  had  found 
that  in  all  cases  EPSDT  had  an  impact  on  medical  service  expendi- 
tures in  one  year  which  was  large  enough  to  offset  the  costs  of 
administering  and  implementing  the  program.     However,   it  is  pos- 
sible to  construct  an  analysis  of  the  factors  which  would  have 
to  change  in  order  to  bring  the  impact  of  EPSDT  to  a  level  at 
which  it  begins  to  decrease  total  Medicaid  expenditures.  Such 
an  impact  level  can  be  designated  as  one  year  "breakeven  point." 


72 


By  examining  the  magnitude  and  types  of  change  needed  for  a  one- 
year  breakeven,  the  reader  is  given  some  indication  of  the  actions 
which  need  to  be  taken  to  achieve  a  long-term  breakeven  situation. 

In  attempting  to  determine  the  breakeven  point  for  the  EPSDT 
program,  we  have  assumed  that  screening  volume  is  the  only  factor 
affecting  the  cost  per  screen.     Accordingly,  the  optimal  course 
of  action  to  pursue  in  order  to  reach  breakeven  is  to  increase 
volume  while  holding  costs  of  operating  the  program  constant.  In 
reality,  of  course,  costs  are  affected  by  the  interplay  of  a  num- 
ber of  factors.     Volume  is  only  one  of  these  factors.     Others  in- 
clude State  administrative  costs,  local  costs,  and  expenditures  for 
medical  services.     To  clarify  matters,  the  assumptions  which  under- 
lie this  analysis  can  be  listed  as  follows: 

•  The  levels  of  costs  have  been  reliably  determined. 

•  The  medical  services  cost  decreases  and  increases  found 
in  State  1  and  2  cannot  be  altered  by  changes  in  program 
characteristics. 

•  All  screening  related  costs  can  be  treated  as  fixed 
costs  at  the  local  and  State  levels  since  screening 
providers  and  administrators  have  sufficient  excess 
capacity  to  expand  screening  volume  within  the  rele- 
vant range  without  varying  their  use  of  screening 
inputs . 

•  The  costs  found  in  this  study  can  be  used  as  reason- 
able approximations  to  the  costs  for  the  entire  EPSDT 
eligible  population. 

The  breakeven  relationships  only  for  State  2  are  graphed  in 
Figures  6.1  and  6.2.      (EPSDT  did  not  decrease  medical  services 
expenditures  in  State  1,  so  a  breakeven  analysis  for  that  State 
is  not  possible.)     In  each  graph,  volume  is  shown  on  the  horizon- 
tal axis  and  cost  per  screen  is  shown  on  the  vertical  axis.  The 
savings  induced  by  the  EPSDT  program  in  medical  services  were  in- 
dicated by  dashed  lines  on  the  graphs  drawn  parallel  to  the  volume 
axis  and  beginning  on  the  cost  axis  at  the  level  observed  of  medi- 
cal care  cost  savings  in  the  State.     The  plotted  curved  lines  on 
the  graphs  represent  the  costs  per  screened  eligible  which  would  be 
incurred  by  State  2  at  different  volume  levels  under  the  assumptions 
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stated  above.     The  alternative  possible  courses  of  action  which 
can  lead  to  achieving  or  surpassing  breakeven  status  are  also  in- 
dicated on  the  graphs. 

Figure  6.1  indicates  that  if  State  2  were  to  operate  all 
local  sites  at  the  cost  incurred  by  Site  3  and  at  a  screening 
volume  of  42,120,  the  net  cost  per  screened  eligible  would  be 
$135.41   ($192.02,   the  operating  cost  of  EPSDT  per  screened  eli- 
ble  at  Site  3,  minura  S58.61,  the  amount  EPSDT  has  decreased 
medical  services  expenditures  per  screened  eligible  in  State  2.) 
However  if  State  2  were  to  increase  the  number  of  screened  eli- 
gibles  per  year  to  137,995  and  at  the  same  time  maintain  the  same 
level  of  State  and  local  costs,  the  cost  per  screened  eligible 
would  fall  to  $58.61.     The  cost  of  $58.61  per  screened  eligible 
represents  the  "breakeven  point"  for  the  EPSDT  Program,  or  the 
point  at  which  EPSDT  State  and  local  operating  costs  and  savings 
generated  from  an  EPSDT  decrease  in  Medical  services  costs  are 
equal.     Three  other  alternatives  exist  for  reaching  the  break- 
even point  besides  increasing  the  volume  of  screenings.  These 
alternatives  are: 

•         Intensify  the  EPSDT  impact  on  reducing  expenditures 
for  medical  services,   i.e.,  from  a  savings  of  S58.16 
to  S192.02  per  screened  eligible. 

t        Reduce  State  and  local  costs,   i.e.,   from  5192.02 
to  S58.16  per  screened  eligible. 

t        Make  any  combination  of  changes  in  volume,  State 

and  local  costs,   or  expenditures  for  medical  services 
such  that  the  cost  of  operating  the  program  is  equal 
to  the  savings  generated  from  medical  services  costs. 

Figure  6.2  represents  the  breakeven  analysis  for  Site  4. 
It  indicates  that  if  State  2  were  to  operate  all  local  sites 
at  the  cost  incurred  by  Site  4  and  at  a  screening  volume  of  42,120, 
the  cost  per  screened  eligible  would  be  $288.85.      ($545.44,  the 
operating  cost  of  EPSDT  per  screened  eligible  at  Site  4,  minus 
5  58.61,  the  amount  EPSDT  had  decreased  medical  services  expendi- 
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tures  per  screened  eligible  in  State  2.)     However,   if  State  2 
were  to  increase  the  number  of  screened  eligibles  per  year  to 
251,619  and  at  the  sane  time  maintain  the  same  level  of  State  and 
local  costs,   the  cost  per  screened  eligible  would  fall  to  S58.61. 
The  cost  of  $58.61  per  screened  eligible  represents  the  "break- 
even point"  for  the  EPSDT  Program,  or  the  point  at  which  EPSDT 
State  and  local  operating  costs  and  savings  generated  from  an 
EPSDT  decrease  in  medical  services  costs  are  equal.     Three  other 
alternatives  exist  for  reaching  the  breaken  point  besides  increas- 
ing the  volume  of  screening.     These  alternative  are: 

•  Intensify  the  EPSDT  impact  on  reducing  expenditures 
for  medical  services,   i.e.,  from  a  savings  of  S58.16 
to  S547.44  per  screened  eligible. 

•  Reduce  State  and  local  costs,   i.e.,  from  S547.44  to 
S58.16  per  screened  eligible. 

•  Make  any  combination  of  changes  in  volume,  State 

and  local  costs,  or  expenditures  for  medical  services 
such  that  the  cost  of  operating  the  program  is  equal 
to  the  savings  generated  from  medical  services  costs. 

Although  the  breakeven  analysis  is  an  important  analytic 
tool,  this  type  of  analysis  must  be  interpreted  in  light  of  the 
limitations  of  its  underlying  assumptions  described  earlier.  The 
real  benefit  of  the  breakeven  analysis  is  the  clarity  with  which 
it  allows  one  to  understand  the  interrelationships  among  the 
critical  factors  affecting  the  impact  of  the  EPSDT  program  on 
total  Medicaid  expenditures.     It  cannot,   though,   indicate  what  the 
best  line  of  attack  would  be  in  re-designing  the  programs  of  State 
1  and  2  such  that  benefits  exceed  costs. 
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SECTION  VII:     REPRESENTATIVENESS  OF  STUDY  FINDINGS 


This  section  makes  explicit  the   limitations  of  the 
study  scope  and  design  and  qualifies  interpretations 
placed  on  EPSDT  program  cost  data.     Specifically }  use 
of  four  non-random  local  screening  providers  in  two 
States  implies  that  local  and  state  cost  data  included 
in  the  report  are  not  necessarily  representative  of 
local  costs  in  the  relevant  state,   or  of  state  costs 
throughout  the  country.     Conversely 3   medical  services 
utilization  and  expenditures  can  be  considered  repre- 
sentative of  each  state's  experience  because  a  signi- 
ficantly  large}   randomly  selected  sample  of  each 
state  '  s  Medicaid  population  was  used  to  vabulate  med- 
ical utilization  and  expenditure  data.     It  should  also 
be  noted  that  procedures  applied  to  collection  and 
tabulation  of  both  EPSDT  program  costs  and  medical 
service  costs  emphasized  maintaining  reliability  and 
validity  of  the  data. 

Study  Design 

In  developing  the  scope  of  this  study,  SRS  was  interested  in 
obtaining  an  analysis  of  good  practices  in  screening  and  case  man- 
agement,  as  well  as  obtaining  cost  measurement.     Consequently,  lo- 
cal sites  were  designated  by  participating  states  on  the  basis  of 
quality  of  their  practices  and  data  availability,  not  on  the  basis 
of  their  representativeness. 

Strong  points  of  the  study  design  were  found  in  the  assess- 
ment of  medical  services  utilization  and  expenditures.     The  sam- 
ple  (3,200)   of  paid  claim  histories  was  large  enough  to  be  statis- 
tically representative  of  Medicaid  eligibles  under  21  years  of  age 
in  both  states.     The  sample  was  randomly  selected  and  stratified 
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to  enhance  comparability  of  screened  and  unscreened  members.  Stra- 
tum sizes  were  proportional  to  the  under-21  Medicaid  eligible  pop- 
ulation in  each  of  the  two  states.     Each  sample  stratum  was  evenly 
divided  between  screened  and  unscreened  children.     Persons  included 
in  the  screened  half  of  the  sample  were  randomly  selected  from 
those  receiving  a  screening  exam  during  March  and  April  1975.  Per- 
sons in  the  unscreened  half  were  randomly  selected  from  Medicaid 
eligibles  under  21  who  were  continually  eligible  from  March  1975 
through  February  1976,   and  who  did  not  receive  a  screening  exam 
prior  to  or  during  that  period.     Medical  service  tabulations  for 
screened  and  unscreened  persons  included  claims  for  services  re- 
ceived from  March  1975  through  February  1976. 

Procedural  Reliability 

A  survey  instrument  was  prepared  for  capture  of  data  pertain- 
ing to  state  agency,  local  social  service  agency,  and  local  screen- 
ing site  costs.     Care  was  taken  to  produce  an  instrument  which 
would  elicit  consistent  responses,  and  to  develop  procedures  which 
would  assure  consistent  application  of  the  instrument. 

The  instrument  contained  multiple  questions  and  items  in  each 
measurement  category,  so  inconsistent  responses  could  be  easily 
detected.     Since  some  cost  measurements  were  obtained  during  the 
barrier  assessment  and  best  practice  interviews,  we  used  those 
measurements  as  a  double-check  on  responses  recorded  with  the  in- 
strument.    Instructions  for  use  of  this  instrument  were  standard- 
ized, and  the  instrument  was  administered  by  the  same  person  in 
all  locations . 

Another  focus  of  procedural  concern  pertained  to  abstracting 
data  from  State  Medicaid  records.     An  abstracting  manual  was  pre- 
pared, personnel  were  trained  in  appropriate  procedures,   and  trained 
personnel  abstracted  the  data  under  direct  supervision  of  the 
author  of  the  manual.     Four  service  cate.gories  for  one  state  were 
abstracted  a  second  time  by  different  personnel  as  a  control  measure. 
Comparisons  of  the  abstracting  results  indicated  less  than  a  5  percent 
difference  between  the  two  trials  in  utilization  totals  and  in  expen- 
diture totals. 
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Study  Validity  and  Representativeness 

Random  selection,   stratification,   and  adequate  size  of  the 
samples  enhanced  the  validity  of  medical  service  utilization  and 
expenditure  data  tabulated  from  the  States'  Medicaid  paid  claim 
history  records.     It  can  be  asserted  with  confidence  that  differ- 
ences in  medical  utilization  and  expenditures  are  accurately  re- 
flected for  the  two  states  studied.     However,  more  caution  should 
be  exercised  in  interpreting  data  reported  on  state  and  local 
EPSDT  costs.     Because  state  accounting  procedures  did  not  specifi- 
cally identify  all  costs  attributable  to  EPSDT,   such  costs  were 
estimated  through  interviews  with  state  personnel.     Since  state 
costs  were  estimates,   they  can  only  be  interpreted  as  approxima- 
tions, not  precise  measures,  of  actual  state  administrative  costs. 
A  similar  estimation  problem  existed  at  the  local  level,  but  its 
potential  inaccuracy  was  exacerbated  by  a  non-random  selection  of 
only  two  local  providers  in  each  state.     Therefore,  reported  costs 
of  administering  and  operating  EPSDT  at  the  local  level  can  be  in- 
terpreted only  as  two  observations  within  the  existing  range  of 
local  costs  in  each  of  the  two  states.     Despite  these  qualifica- 
tions, to  our  knowledge,  the  study  findings  provide  more  compre- 
hensive information  about  EPSDT  costs  and  about  changes  in  medical 
service  utilization  following  entry  into  the  EPSDT  program  than  has 
been  available  previously. 
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MEMORANDUM 


DEPARTMENT  OF  HEALTH,  EDI  CATION,  AND 
SOCIAL  AND  kKl$AB4LITATION  SERVICE 


TO 


ALL  MSA  STAFF 


DATE:  September  24,  1976 


FROM    :  Commis  sioner 


SUBJECT:  Introduction  of  James  Bailey,  Director,  Division  of  Fraud  and  Abuse  Contro 


On  Monday,  October  4,  1976,  Janes  Bailey  will  join  MSA  as  the  Director, 
Division  of  Fraud  and  Abuse  Control.     He  has  most  recently  served  for  a 
year  and  a  half  as  the  Assistant  Deputy  Director  of  the  Illinois  Depart- 
ment of  Public  Aid  with  responsibility  for  five  program  and  administrative 
bureaus.     Additional  experience  as  a  hospital  manager  and  administrator 
in  Cook  County  Hospital    and  Michael  Reese  Medical  Center,  as  a  Justice 
Department  special  agent  in  charge  of  elimination  of  international, 
interstate  and  major  intrastate  sources  of  illicit  drugs,  as  a  State 
Department  Regional  Security  Officer  and  as  an  equal  opportunity 
invest igator,,  among  others,,  commend  him  well  to  meet  the  multiple 
challenges  posed  by  the  management  of  the  Medicaid  fraud  and  abuse 
initiative. 

Please  join  me  in  welcoming  Jim  to  the  staff  and  offering  him  necessary 
cooperation  in  pursuing  mutual  objectives. 


M.  Keith  Weikel,  PhD 
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